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Part | 


THE EUROPEAN COMMON MARKET 


Editor's Note 


The Treaty establishing the European Economic Community, 
otherwise identified as the Common Market, has been in opera- 
tion for more than one year. This Plan which was undertaken 
by the countries of Belgium, France, Italy, Luxembourg, the 
Netherlands, and Western Germany, is of great import to busi- 
ness interests throughout the world including those areas of 
enterprise which are directly concerned with trademarks and 
other rights to Industrial Property. 


An article on the possible effect of the Common Market upon 
trademark rights was published in the May, 1959 issue of The 
Trademark Reporter®. The interesting developments in this field 
during the first year of operation under the Common Market are 
renewed in this issue (Page 306). 


To facilitate references, certain provisions of the Common 
Market Treaty which are directly or indirectly pertinent to an 
understanding of the effect on trademarks and other rights to 
Industrial Property, are printed in full or in summary immedi- 
ately following Professor Franceschelli’s article. 
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TRADEMARK PROBLEMS IN THE COMMON MARKET** 


By Prof. Remo Franceschelli* * 


Scholars who approach the problem we are discussing today 
have frequently stressed the point that there is an apparent con- 
tradiction between the liberal spirit of the Treaty establishing 
the European Economic Community, and the features inherent 
in cases of monopoly, patents, copyrights, utility models, designs, 
and, on another plane, trademarks and commercial names.’ The 
Treaty signed in Rome on March 25, 1957 expressly seeks the 
formation among the six member countries of a Common Market 
founded upon a competitive system. To this end, as stated in 
Article 3 thereof, the Common Market is directed to the elimination 
of customs duties and of quantitative restrictions in regard to the 
importation and exportation of goods; the establishment of a com- 
mon customs tariff; the abolition of the obstacles to the free move- 
ment of persons, services and capital ; the establishment of a system 
insuring that competition shall not be disturbed in the Common 
Market; changes in the respective national laws of the Member 
States to the extent necessary for the functioning of the Common 
Market. However, it does not contain any provision to directly 
regulate patents, copyrights, models, designs, and trademarks. 
In fact the only two provisions of the Treaty which mention 
and have a direct effect on such property are Articles 36 and 
106. Article 36 states that the provisions of several preceding 
articles “shall not be an obstacle to prohibitions or restrictions 
in respect of importation, exportation or transit which are justified 
on the grounds of public morality, public order, public safety, 
the protection of human or animal life or health, the preserva- 
tion of plant life, the protection of national treasures of artistic, 








+ 10.—FOREIGN LAW. 

* From an address before the International Committee Luncheon meeting of the 
United States Trademark Association on April 7, 1960. 

** Professor of Commercial law and of Industrial Property law at the University 
of Milan, Italy; Editor, of “Rivista di Diritto Industriale,” a publication devoted to 
industrial property matters. 

1. Cf. G. H. C. Bodenhausen, The Effect of the European Common Market and 
Free Trade Area on Industrial Property, published by the International Association 
for the Protection of Industrial Property (British Group) Inc., London, 1958, p. 3; 
M. Gotzen, Propriété Industrielle et Marché Commun, LA PROPRIETE INDUSTRIELLE, 
April, 1958, p. 70. Other articles of interest for our problem are: R. Brown, The 
Effect of the European Common Market on Trade Marks, 49 TMR 515; Saint Gal, 
Importance et Protection de la Marque de Fabrique et de Commerce dans le Cadre du 
Marché Commun, REVUE DE Droit INTELLECTUEL, Oct.—Nov., 1959, 287; M. van Dam, 
Industrial Property Rights in the European Economic Community, INDUSTRIAL PROPERTY 
QUARTERLY, July, 1959, 30; Vander Haeghen, Les Répercussions du Traité du Marché 
Commun sur les Brevets, Marques, et Modéles, REVUE DE Droit INTELLECTUAL, 1959, 1; 
R. Moser v. Filseck, Markenschutz und Europamarkt, DER MARKENARTIKEL, 1957, 647. 
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historical or archeological value or the protection of industrial 
and commercial property.” (Emphasis supplied.) Article 106 
refers to “invisible transactions” concerning which each Member 
State undertakes not to introduce any new restrictions on trans- 
fers of capital or payments. In Annex III, referred to in Article 
106, express mention is made to profits from business activity 
to authors’ royalties, patents, designs, trademarks and inventions, 
and more specifically the assignment and licensing of patent rights, 
designs, trademarks and inventions even if not legally protected.’ 
Reference is also made to transfers arising out of any such assign- 
ment or licensing. The Treaty, therefore, does not directly affect 
patents, copyrights or trademarks as defined in the various laws of 
the participating countries. Nor does it modify the rights they 
contain; rights which may, on the surface, seem to contrast with the 
various freedoms and liberties the Rome Treaty aims to estab- 
lish. However, the contradiction is, in reality, only on the surface. 
None would deny the fundamental character of these institutive 
rights. The American economist, Mr. Chamberlin, in his book 
“Monopolistic Competition,” states that patents, trademarks and 
copyrights influence and disturb the free competitive market. We 
believe, however, that they are not in any way incompatible with 
the competitive system, nor that we should sacrifice these tradi- 
tional and useful institutes upon the altar of a theoretically free 
competition system which would be both sterile and blind. If so, 
we would also eliminate all private property. In fact, the effect of 
Article 36 is the same as that of Article 222. According to the 
latter Article, the Treaty “shall in no way prejudice the system 
existing in Member States in respect of property”. What else 
could Article 36 mean when it excepts from prejudice that par- 
ticular form of property which is termed “industrial property”? 

The Rome Treaty seems to be deficient where it does not 
provide for unification, or at least assimilation, of the different 
domestic legislations of the participating states, concerning in- 
dustrial property. 

Referring to our specific problem, viz., that of trademarks, 
the only common denominator existing among the six member 
countries seems to be 

(a) their belonging to the Paris 1893 International Conven- 

tion for the Protection of Industrial Property, 

(b) their belonging to the Madrid 1891 Arrangement for the 

International Registration of Trademarks. 


2. Apparently concerning what is known in this country as “common law” rights. 





THE TRADEMARK REPORTER Vol. 50 T. M.R. 


In almost every other respect the laws of each of the six 
member countries are different from each other. In fact, the 
law of trademarks are dominated everywhere by the rule of 
territoriality in its strictest sense. Every step which has been 
accomplished by some or all of the six member countries towards 
a system of partial or total uniformity of their legislation, has 
been made under the pressure of treaties or international agree- 
ments other than that establishing the European Common Market. 

For instance Italy and France have adopted a uniform clas- 
sification of goods system. But this occurred prior to the effec- 
tive date of the European Economic Community Treaty, and 
therefore, is not attributable to the latter. 

Italy and France have, furthermore, decided to take a further 
step toward the unification of their trademark systems. A treaty 
has been concluded, and approved, although not yet in force, 
to the effect that any deposit of a trademark made in France 
is to be considered as having also been made in Italy, and vice 


versa. 
The three countries belonging to the Benelux Agreement 
(Belgium, the Netherlands and Luxembourg) have prepared a 


uniform bill on trademarks. However, the original enthusiasm 
for this program has now unfortunately abated, and we cannot 
see that the plan will take effect at any early date. The aim of 
serving the cause of the Common Market is far from being at 
the base of this movement for partial unification on the part of 
the Benelux Countries. 

This substantial lack of uniformity causes several inconve- 
niences and obstacles to the functioning of the Common Market. 
Trademarks not valid in one country, are, to the contrary, in 
force in another, and merchandise regularly and freely branded 
in one country, can be seized at importation in another, where the 
mark in question is actually owned by another. Trademarks be- 
longing in one country to one owner, may belong elsewhere to 
another. Unfaithful agents may have become the owners in their 
country of trademarks originally used in another country by these 
principals of such agents. Three-dimensional marks, service 
marks, collective marks, certification marks, may be or may not 
be recognized as valid in one country or another. The use of a 
trademark by related companies may or may not be relevant. 
Trademarks belonging to holding companies may or may not be 
valid. In one place actual use is necessary to maintain the reg- 
istration in force, in another, instead, the contrary is true. As- 
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signments or transfers of trademarks may or may not be made 
dependent upon the transfer of the good will of the business in 
which the mark is used, or with that part of the business which 
is symbolized by it. The grant may or may not be subject to 
prior use. A system of previous examination may or may not 
have been organized. Opposition to registration may or may 
not be possible. 

No wonder, therefore, that the need for uniformity is re- 
peatedly expressed. 

The Rome Treaty has given origin to new hopes. Article 
3 (h) thereof indicates among the goals of the European Eco- 
nomic Community that promoting the uniformity of the laws 
of member states is desirable. Article 100 outlines a possible 
compulsory manner for accomplishing this result. From many 
sides voices are heard demanding: 

(a) the establishment of a common place and manner for 

deposit in one of the Member States with immediate effect 

on the other five; 


(b) the establishment of a Central Search Record for trade- 
marks; 


(c) the working out of uniform rules on specific points (such 
as licensing, assignments, etc.). 


These solutions are de jure condenti solutions. Therefore any- 
one can make the solutions he prefers. 

Of prime importance however, was a conference held in No- 
vember, 1959, in Brussels among representatives of the Member 
States to discuss the problem of unification of legislations con- 
cerning industrial property. Mr. Hans Von der Groeben who was 
Chairman, made and illustrated a few proposals ... the contents 
of which, unfortunately, have not been disclosed. The fact of the 
meeting, however, is important because it proves that, within the 
frame and in the spirit of Article 100 of the Treaty, there is 
official activity. It is known, in fact, that the task of issuing 
directives for the unification of legislative and administrative 
provisions of the Member States lies within the powers of the 
Council. The Council, though, is sometimes guided by the pro- 
posals of the Commission; hence, the interest of the position 
taken by Mr. Von der Groeben. 

To date, the answers to any question aimed at clarifying the 
effect of the Common Market Treaty on trademark problems of 
the six Member States, are practically almost none. 
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An outsider to the Common Market who desires to solve prob- 
lems of practical nature must behave as he would have done in 
the light of the Paris or Madrid Conventions, before the Common 
Market. 

You have just heard that the coming into foree of the Eu- 
ropean Economic Community does not influence, or limit, the 
nature and contents of a trademark right as defined in the laws 
of each Member State. There is, however, one important point 
concerning which such influence and such a limitation are appro- 
priate. The point in question is that of a possible abuse of a 
trademark. There is, in each country’s laws, a principle, by 
which the trademarks must not be used in a manner contrary to 
the law* or so as to cause confusion or mistake or to deceive 
purchasers.* However, Articles 85 and 86 of the Common Market 
Treaty enlarge the contents of a possible use contrary to such 
law. This will certainly not surprise you, in the United States, 
who have such a principle expressly established in Section 33 (b) 
(7) of your law, which involves the question of marks having 
been used to violate the antitrust laws of the United States. This 
should not surprise continental lawyers either. Therefore, I can- 
not share the opinion of those writers who deny that Articles 
85 and 86 can by themselves, without any need for further action 
from the Member States or from the European Economie Com- 
munity authorities’, restrain the possible uses of a mark. You 
may have a better idea of what I mean, considering what hap- 
pened in the Timken case*, where an international agreement di- 
viding the world markets and preventing competition was held 
not to be merely ancillary to a trademark licensing agreement. 
You may also consider the price maintenance problem or that of 
exclusive dealer’s agreements of branded products. Every time the 
use of a mark is made in such a manner as to give use to a restric- 
tive commercial practice agreement which falls within Articles 85 
and 86, the use becomes illegal. Therefore, illegal would be the 
abuse of trademarks consisting in stipulating agreements or in 
following concerted practices likely to affect trade between the 


3. Article 11 of the Italian Trade Marks decree of June 21, 1942 n. 929. 

4, Ibid. and Secs. 2, 16, etc. of the American Public Law 489. 

5. The here criticized point of view seems to be that of Prof. Bodenhausen, op. cit. 
7-8 and of Mr. Gotzen, op. cit. 72. 

6. Timken Roller Bearing Co. v. United States, 341 U.S. 593, 41 TMR 673 (1951) ; 
see, Oppenheim, Foreign Commerce Under the Sherman Act, Points and Implications of 
the Timken Case, 42 TMR 3 (1952) and Derenberg, The Impact of the Antitrust Laws 
on Trademarks in Foreign Commerce, 27 N.Y.U. L. Bev. 414 ff., 42 TMR 365 (1952). 
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Member States and which have as their object or result the pre- 
vention, restriction or distortion of competition within the Common 
Market. Particularly such actions which consist in direct or in- 
direct fixing of purchase or selling prices or of other trading con- 
ditions, in limitation or control of production, markets, technical 
development or investment; in market sharing or in the supplying 
to respective parties on unequal terms for equivalent supplies; in 
tying clauses, ete. This would be violation of Article 85 (1), which 
echoes legal formulas familiar to the antitrust laws system in 
the United States. 

May I now, coming to the end of my speech, express in a 
practical conclusion what appears to me to be, for Americans, 
a possible approach to the Common Market itself and the trade- 
mark problem involved in it. 

You are acquainted with the implications of the fact that 
the U.S. is not a member country of the Madrid Agreement on 
International Registration of Trademarks. 

Why not adopt a solution similar to the one which is possible 
although, perhaps not advisable, to follow when you want to enjoy 
the benefits of the Madrid Arrangement? In such a case, you open 
a subsidiary in one of the countries signatory to the Restricted 
Union, and so create a country of origin for the International 
Registration of your Trademarks. I realize that an International 
Registration granted to a subsidiary would have to remain in the 
name of the subsidiary, since the United States does not belong 
to the Madrid Arrangement and an assignment of the International 
Registration to the parent company would not be permitted. Many 
United States corporations do not care to have their important 
trademarks registered in the names of foreign subsidiary com- 
panies. However, why not approach the Common Market from the 
inside? Why not have a subsidiary operating company opened in 
one of the six countries and make it a starting point for products 
manufactured or traded through such new organization? 

Thus operating you would obtain three results: 


1. Be within the Common Market System. 


2. Eventually, create a valid country of origin for interna- 
tional registration. 


In any case, come among friends to evermore foster the 
amicable relations between Europe and America which have 
characterized this second postwar period. 
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TREATY 
establishing 
THE EUROPEAN ECONOMIC COMMUNITY 


HIS MAJESTY THE KING OF THE BELGIANS, THE PRESIDENT 
OF THE FRENCH REPUBLIC, THE PRESIDENT OF THE GERMAN 
FEDERAL REPUBLIC, THE PRESIDENT OF THE ITALIAN RE- 
PUBLIC, HER ROYAL HIGHNESS THE GRAND DUCHESS OF 
LUXEMBOURG, HER MAJESTY THE QUEEN OF THE NETHER- 
LANDS, 


RESOLVED to establish the foundations of an ever closer union among 
the European peoples, 


DETERMINED to ensure the economic and social progress of their coun- 
tries by common action in abolishing the barriers which divide Europe, 


ASSIGNING to their efforts the main purpose of constantly improving 
the living and working conditions of their peoples, 


REALISING that the removal of existing obstacles calls for concerted 
action in order to guarantee stable conditions of expansion, balanced trade 
and fair competition, 

ANXIOUS to strengthen the unity of their economies and ensure their 


harmonious development by reducing differences between the various 
regions and the backwardness of the less-favoured, 


DESIROUS of contributing by means of a common commercial policy to - 
the gradual removal of restrictions on international trade, 


PURPOSING to confirm the ties which unite Europe and overseas coun- 
tries and territories, and wishing to ensure their increasing prosperity in 
accordance with the principles of the United Nations Charter, 


RESOLVED to strengthen the safeguard of liberty and peace by building 
up this combination of resources, and calling upon the other peoples of 
Europe who share their ideal to join in their efforts, 

HAVE DECIDED to set up a European Economic Community... . 


PART ONE 


PRINCIPLES 
ARTICLE 1 
By the present Treaty, the High Contracting Parties establish among 
themselves a European Economic Community. 
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ARTICLE 2 

The Community’s mission shall be, by establishing a common market 
and gradually removing differences between the economic policies of Member 
States, to promote throughout the Community the harmonious develop- 
ment of economic activities, continuous and balanced expansion, increased 
stability, a more rapid improvement in the standard of living and closer 
relations between its Member States. 


ARTICLE 3 

With the objects set out in the preceding Article the Community’s 
action shall include, on conditions and at the rates provided for in the 
present Treaty: 

(a) the removal of customs duties, as between Member States, and 
of quantitative restrictions on the importation and exportation of goods 
as well as of all other measures with equivalent effect, 

(b) the establishment of a common customs tariff and a common 
commercial policy towards States outside the Community, 

(c) the abolition, as between Member States, of obstacles to the free 
movement of persons, services and capital, 

(d) the inauguration of a common agricultural policy, 

(e) the inauguration of a common transport policy, 

(f) the establishment of a system ensuring that competition shall 
not be hampered in the common market, 

(g) the adoption of procedures to enable the economic policies of 
Member States to be co-ordinated and to remedy disequilibria in their 
balances of payments, 

(h) the removal of differences in national laws so far as is necessary 
for the operation of the common market, 

(i) the creation of a European Social Fund in order to enhance 
possibilities of employment for workers and contribute to the raising 
of their standard of living, 

(j) the establishment of a European Investment Bank to facilitate 
economic expansion of the Community by creating fresh resources, 

(k) the association of overseas countries and territories with the 
Community with a view to increasing trade and to pursuing in common 
efforts towards economic and social development. 


ARTICLE 4 


1. Responsibility for carrying out the tasks entrusted to the Community 
shall be vested in 


—an Assembly 
—a Council 
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—a Commission 


—a Court of Justice. 


Each of these institutions shall act within the limits of the powers 
conferred upon it by the present Treaty. 


2. The Council and the Commission shall be assisted by an Economic 
and Social Committee exercising advisory functions. 


ARTICLE 7 

Within the field of application of the present Treaty and without 
prejudice to the special provisions included therein, all discrimination 
on the grounds of nationality shall be prohibited. 

On the proposal of the Commission and after consulting the Assembly, 
the Council may, by the prescribed majority, lay down regulations pro- 
hibiting such discrimination. 


ARTICLE 8 


1. The common market shall be gradually established over a transitional 
period of 12 years. 

The transitional period shall be divided into three stages of four 
years each, which may be altered on the conditions set out hereunder. 


PART TWO 
BASES OF THE COMMUNITY 


CHAPTER I 


FREE MOVEMENT OF GOODS 


ARTICLE 9 

1. The Community is based upon a customs union covering the exchange 
of all goods and comprising both the abolition, as between Member States, 
of customs duties on imports and exports and all taxes with equivalent 
effect, and also the adoption of a common customs tariff in their relations 
with outside countries. 


THE ABOLITION OF QUANTITATIVE RESTRICTIONS 
BETWEEN MEMBER STATES 


Articles 30-34 deal with the abolition under certain conditions of all 
quantitative restrictions in imports between Member States of the Com- 
mon Market. 
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ARTICLE 36 


The provisions of Articles 30 to 34 inclusive shall not debar pro- 
hibitions or restrictions in respect of imports, exports or transit when 
these are justified on grounds of public morality, public order or public 
security, the protection of the health or life of individuals or animals or 
the preservation of plant life, the protection of national possessions of 
artistic, historical or archeological value or the protection of industrial 
or commercial property. Nevertheless such prohibitions or restrictions 
must not constitute either a means of arbitrary discrimination, or a dis- 
guised restriction on trade between Member States. 


CuHaPTerR III 
THE RIGHT OF ESTABLISHMENT 


ARTICLE 52 

Within the framework of the provisions set out below, restrictions on 
the freedom of establishment of nationals of one Member State in the 
territory of another Member State shall be progressively abolished during 
the transitional period. Such progressive abolition shall extend also to 
restrictions on the setting-up of branches or subsidiaries by nationals of 
one Member State established in the territory of another Member State. 

Freedom of establishment shall include the right to engage in and 
carry on non-wage-earning activities, and also the setting-up and manage- 
ment of commercial undertakings, in particular of companies within the 
meaning of Article 58, paragraph 2, under the conditions laid down by 
the laws of the Member State in question for its own nationals, subject 
to the provisions of the Section relating to capital. 


ARTICLE 58 


Companies established in conformity with the laws of a Member 
State and having their registered offices, central management or main 
establishment within the Community, shall for the purposes of the present 
Section be assimilated to individuals who are nationals of Member States. 


By companies shall be meant companies under civil or commercial 
law, including co-operative societies and other legal persons under public 
or private law, with the exception of non-profit-making associations. 


SERVICES 
ARTICLE 59 
Within the framework of the provisions hereunder, restrictions on the 
free rendering of services within the Community shall be progressively 
abolished during the transitional period in respect of nationals of Member 
States who are established in a country of the Community other than that 
of the person to whom the services are rendered. 
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The Council may, by a unanimous vote on a proposal by the Com- 
mission, extend the application of the provisions of the present Section 
to cover services rendered by nationals of any outside state who are 
established within the Community. 

ARTICLE 60 


Services within the meaning of the present Treaty shall be deemed 
to include services normally rendered for payment, so far as they are 
not governed by the provisions relating to the free movement of goods, 
capital and persons. 


Services shall include, in particular: 

(a) activities of an industrial character, 
(b) activities of a commercial character, 
(ec) eraft activities, 


(d) the activities of the liberal professions. 

Without prejudice to the provisions of the Section relating to the 
right of establishment, a person rendering a service may, in order to 
render the service, temporarily exercise his activity in the country where 


the service is rendered, under the same conditions as those imposed by 
that country on its own nationals. 


PART THREE 
POLICY OF THE COMMUNITY 


CHAPTER I 


Common Rules 


RULES GOVERNING COMPETITION 


Ruues APPLYING TO FIRMS 
ARTICLE 85 


1. The following shall be considered as incompatible with the common 
market and shall be prohibited: all agreements between firms, all deci- 
sions for mergers between firms and all concerted practices, likely to affect 
trade between Member States and having as their object or result the 
prevention, restriction or distortion of the free play of competition within 
the common market, in particular those entailing: 


(a) the direct or indirect establishment of cost prices or sale prices, 
or of any other terms of business ; 


(b) the limitation or control of production, markets, technical devel- 
opment or investment ; 
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(c) market-sharing or the sharing of sources of supply ; 

(d) the application to parties to transactions of different terms in 
respect of similar supplies, thereby placing them at a disadvantage in 
regard to competition ; 

(e) the subjection of the conclusion of a contract to the acceptance, 
by the other party, of additional supplies of goods which, either by their 
nature or according to commercial usage, have no connection with the 
goods covered by such contract. 


2. Any agreements or decisions prohibited under the provision of the 
present Article shall be automatically null and void. 
3. Nevertheless, the provisions of paragraph 1 above may be declared 
inapplicable in the case of any of the following, namely : 

—agreements or categories of agreements between firms; 

—decisions for mergers or categories of decisions for mergers ; 

—concerted practices or categories of concerted practices 
which contribute to improve the production or distribution of goods, 
or to promote technical or economic progress whilst, at the same time. 
ensuring that consumers have a fair share in the benefits resulting there- 
from, but which do not 

(a) impose on the firms concerned any restrictions that are not essen- 
tial to the attainment of the above objectives; or 


(b) enable such firms to eliminate competition in respect of a sub- 
stantial proportion of the goods in question. 


ARTICLE 86 


To the extent to which trade between Member States may be affected 
thereby, action by one or more firms to take unfair advantage of their 
dominant position within the common market, or within a substantial part 
of it, shall be incompatible with the common market and shall be prohibited. 


Examples of such unfair action are: 


(a) the direct or indirect fixing of unfair cost prices or sale prices 
or any other unfair terms of business; 


(b) the limitation of production, markets or technical development 
to the prejudice of consumers ; 


(c) the application to parties to transactions of different terms in 
respect of similar supplies, thereby placing them at a disadvantage in 
regard to competition ; 


(d) the subjection of the conclusion of a contract to the acceptance, 
by the other party, of additional supplies of goods which, either by their 
nature or according to commercial usage, have no connection with the 
goods covered by such contract. 
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ARTICLE 87 


1. Within three years as from the entry into force of the present Treaty, 
the Council, after consulting the Assembly and voting unanimously on 
a proposal by the Commission, shall issue any appropriate regulations 
or directives for the application of the principles set out in Articles 85 
and 86. 

If such provisions have not been adopted within the above-mentioned 
time-limit, they shall be laid down by the Council, voting with the pre- 
scribed majority on a proposal by the Commission and after consulting 
the Assembly. 


2. The provisions referred to in paragraph 1 above shall be designed, 
in particular: 


(a) to ensure observance of the prohibitions referred to in paragraph 1 
of Article 85 and in Article 86, by the institution of fines or means of 
compulsion ; 


(b) to determine ways and means of applying paragraph 3 of Article 
85, with due regard to the need for ensuring adequate supervision com- 
bined with the maximum possible simplification of administrative control; 


(ce) where necessary, to define the scope of application of the pro- 
visions contained in Articles 85 and 86 in respect of the various economic 
sectors ; 

(d) to specify the respective responsibilities of the Commission and 
the Court of Justice, in the application of the arrangements provided for 
in the present paragraph ; 


(e) to specify the relationship of the national laws to the provisions 
of the present sub-section and those adopted in application of the present 
Article. 


ARTICLE 88 


Until the entry into force of the measures taken in application of 
Article 87, the authorities of Member States shall decide upon the admis- 
sibility of agreements and upon questions regarding any unfair advan- 
tage that may be taken of a dominant position in the common market, 
according to the laws of their own countries and the provisions of Article 
85, especially paragraph 3, and of Article 86. 


ARTICLE 89 


1. Without prejudice to the provisions of Article 88, the Commission 
shall, from the moment of taking up its duties, supervise the application 
of the principles laid down in Articles 85 and 86. At the request of a 
Member State, or on its own responsibility, it shall investigate, in con- 
junction with the competent authorities of the Member States who lend 
it their assistance, any presumed infringement of the aforementioned 
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principles. If it finds that such infringément has taken place, it shall 
propose appropriate means for putting an end to it. 


2. If such infringement continues, the Commission shall issue a reasoned 
decision recording the infringement of the principles. The Commission 
may publish its decision and may authorise Member States to take the 
necessary measures under conditions and in forms to be laid down by the 


Commission. 

ARTICLE 90 

1. In respect of public enterprises and undertakings to which they 
grant special or exclusive rights, Member States shall neither decree 
nor retain in force any measures contrary to the rules embodied in the 
present Treaty, more particularly, those laid down in Article 7 and in 
Articles 85 to 94 inclusive. 

2. Any enterprise responsible for operating services of general economic 
importance or having the character of a fiscal monopoly shall be subject 
to the rules embodied in the present Treaty, more particularly those re- 
lating to competition, to the extent to which the application of such 
rules does not obstruct the de jure or de facto fulfilment of the specific 
tasks entrusted to such enterprise. The development of trade shall not 
be allowed to be affected to a degree contrary to the interests of the 
Community. 

3. The Commission shall ensure the application of the provisions of 
the present Article and shall, where necessary, issue appropriate direc- 
tives or decisions to Member States. 


HARMONISATION OF LAWS 


ARTICLE 100 

The Council, voting unanimously on a proposal by the Commission, 
shall issue directives for the harmonisation of such laws, regulations and 
administrative rules of the Member States as directly affect the establish- 
ment or operation of the common market. 

The Assembly and the Economic and Social Committee shall be con- 
sulted in the case of any directives the implementation of which would 
involve amendment of the laws in one or more of the Member States. 


CHAPTER II 
ECONOMIC POLICY 


BALANCE OF PAYMENTS 
ARTICLE 106 


3. The Member States undertake not to introduce as between themselves 
any new restrictions on transfers connected with the invisible transactions 
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listed in Annex III to the present Treaty. (Note: Annex III was not 
available to us but it deals with the transfer of royalties on patents and 
trademarks. See: Paper by Prof. Remo Franceschelli, page 307). 


COMMERCIAL POLICY 
ARTICLE 110 


By establishing a customs union between themselves, Member States 
intend to contribute in conformity with the common interest to the har- 
monious development of world trade, the progressive abolition of restric- 
tions on international trade and the lowering of tariff barriers. 

The common commercial policy shall take into account the favourable 
effect that the abolition of customs duties as between Member States may 
have on the development of the competitive strength of the enterprises 
of those States. 


PART VI 
GENERAL AND FINAL PROVISIONS 


ARTICLE 220 
Member States shall, so far as necessary, engage in negotiations with 


each other with a view to ensuring for their nationals 

—the protection of persons and the enjoyment and protection of 
rights under the conditions granted by each State to its own nationals, 

—the abolition of double taxation within the Community, 

—mutual recognition of companies within the meaning of Article 58, 
paragraph 2, the retention of their legal personality in cases where the 
registered office is transferred from one country to another, and the pos- 
sibility for companies subject to the laws of different Member States to 
form mergers, 

—the simplification of the formalities governing the reciprocal recog- 
nition and execution of judicial decisions and arbitral awards. 


ARTICLE 222 


The present Treaty shall be entirely without prejudice to the system 
of ownership in Member States. 


ARTICLE 234 


The rights and obligations resulting from conventions concluded prior 
to the entry into force of the present Treaty, between one or more Member 
States and one or more outside States, shall not be affected by the pro- 
visions of the present Treaty. 

In so far as such conventions are not compatible with the present 
Treaty, the Member State or States in question shall take all suitable 
steps to remove such incompatibility as is found to exist. If necessary, 
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Member States shall lend each other assistance in order to achieve this 
purpose and, when appropriate, shall adopt a common attitude. 

In the implementation of the conventions referred to in the first para- 
graph, Member States shall take into account the fact that the advantages 
accorded under the present Treaty by each Member State form an integral 
part of the establishment of the Community and are therefore inseparably 
linked to the creation of common institutions, the conferment upon them 
of their powers and the concession of the same advantages by all the 
other Member States. 


Done at Rome 
March 25, 1957 
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FOREIGN TRADEMARK LICENSING AND AMERICAN 
ANTITRUST LAWS: SOME OBSERVATIONS 
ON THE TIMKEN CASE'* 


By Jerome A. Barron** 


As American investment abroad steadily increases, it is no 
longer rare for American businessmen to find themselves con- 
cerned with problems presented by more than one legal system. 
American business expansion in foreign countries is frequently 
spearheaded by the use of one or another famous trademark. This 
paper concerns itself with the legal problems which are raised 
when manufacturing is done abroad under an American trade- 
mark. The problems presented and their solutions are on an 
over-all seale typical of any manufacturing done under an Amer- 
ican trademark in western Europe or Latin America. 


The Problem 


The most troublesome problem presently in the licensing of 
American trademarks abroad revolves around drafting a licensing 
agreement which will comply with the antitrust laws of the United 
States... The problems in this area usually develop when the 
licensor and the licensee wish to include a division of territory 
in their agreement. A provision is then inserted in the agreement 
stipulating that the foreign licensee will not sell the product 
bearing the licensor’s trademark in the United States. The li- 
censor in turn promises that he will not sell his American manu- 
factured product in the foreign country concerned. The only 
difficulty with this satisfactory reciprocity is that it may very 
well be illegal. 

The pall that has been cast on international trademark li- 
censing agreements was put there by the decision of the United 
States Supreme Court in United States v. Timken Roller Bearing 
Company.” In Timken the Court wrestled for the first time with 
the problems resulting from the long-awaited clash between the 


t 10.—FOREIGN LAW. 

* Reprinted by permission from The Catholic University of America Law Review, 
Vol. 9, No. 1, January, 1960. 

** Teaching Fellow, The George Washington University Law School. 

1. Even the representatives of the foreign licensees are vitally concerned with the 
repercussions the United States antitrust may have on the licensing contracts they hold 
with American licensors. See Richard Moser v. Filseck, Some Observations on the Licens- 
ing of Foreign Trademarks, 46 TMR 735 

2. 341 U.S. 593, 41 TMR 672 (1950). 





Vol. 50 T. M. R. FOREIGN LICENSING & AMER. ANTITRUST 


antitrust laws and trademarks. The Court held that American 
Timken conspired with British Timken and French Timken to 
eliminate competition in the manufacture and sale of antifriction 
bearings in the world market.’ The Court found no difficulty in 
concluding that the Sherman Act had extra-territorial effect if 
American interstate commerce was at all affected.* The Court in 
Timken accepted the district court’s findings that the three parties 
in the agreement had (1) allocated trade territories among them- 
selves; (2) fixed prices on products sold by any part in the 
territory of the other; (3) cooperated to protect each other’s 
markets and to eliminate outside competition; and (4) partici- 
pated in cartels to restrict imports to and exports from the 
United States.° American Timken defended in the Supreme Court 
on the ground that the restraints of trade complained of were 
ancillary to the main purpose of the agreement. American Timken 
argued that there were two purposes central to the agreements 
under attack: (1) a “joint venture” between American Timken 
and British Timken and (2) a trademark licensing agreement. 


What Restraints Are Ancillary to a Trademark License? 


The Court’s reaction to the defense that the restrictions were 
ancillary to a licensing agreement has stimulated enormous specu- 
lation. One eminent commentator sees territorial limitations in 
trademark licensing agreements valid as long as they are ancillary 
to a main purpose which is legitimate, 7.e. a licensor’s desire to 
license his trademark (and nothing more).° Actually there is very 
little precedent to justify the optimism implicit in this position. 
The theory is apparently based on a doctrine originating in the 





3. Ibid. 

4. The rationale for this position was well represented by United States v. Alumi- 
num Company of America. [148 F. 2d 416 at 443 (2d Cir. 1945)]. Judge Learned Hand 
commented that Congress does not intend the Sherman Act to “punish all whom its courts 
ean catch, for conduct which has no consequences in the United States.” This was a 
proposition set down by the Court in American Banana Company v. United States. [213 
U.S. 347 (1909)]. Judge Hand then went on to say, however, that as a general conflict 
of laws rule any state may impose liabilities “even upon persons not within its allegiance” 
if the conduct of these persons has consequences within its borders. Note that Hand 
does not rely on the Sherman Act for this but on the law of conflicts. The Sherman 
Act, Hand suggests, reinforces the right of American courts to take jurisdiction. The 
only limitation on the application of the Sherman Act by federal courts to international 
combines is that there must be a showing that the combine actually affected United 
States imports or exports. The Government must show the performance of the wrong. 
Mere intent to affect United States imports or exports is not sufficient to warrant a 
federal court to take jurisdiction. 

5. United States v. Timken Roller Bearing Co., 83 F. Supp. 284, 39 TMR 431 
(D.C., N.D. Ohio, 1949). 

6. Derenberg, The Impact of Antitrust Laws on Trade-Marks in Foreign Com- 
merce, 27 N.Y.U. L. Rev. 414, 42 TMR 365 (1952). 





324 THE TRADEMARK REPORTER Vol. 50 T. M. RB. 


field of patent-licensing.* The doctrine has been availed of un- 
successfully in international patent licensing cases.* Where the 
argument that a territorial restriction is ancillary to a patent 
license has been made, the agreement has always contained many 
other restrictions. Consequently, the courts have found that the 
restrictions taken cumulatively declare the agreement as one 
unmistakably motivated by monopolistic and anti-competition 
objectives.° Therefore, as the patent licensing cases do nothing 
to clarify that which will constitute a permissible patent licensing 
restriction, they are of very little help in indicating what will be 
a permissible trademark licensing restriction.*® 

The majority opinion of the Court in Timken has little in it to 
tell us when a territorial restriction will be ancillary to a trade- 
mark license and therefore valid. It does, however, do much to 
tell us in what circumstances territorial division will not be con- 
sidered ancillary to a trademark license. The Court held that 
where the division of territory was the central purpose of the 
agreement the territorial division will be held invalid. In other 
words, where the licensing of a trademark is not the real aim of 
an agreement, but division of a world market in a product ts, the 
Sherman Act will invalidate the agreement. 

The crucial factor in Timken was that the agreement covered 
more than a license of a trademark. The agreement as Mr. Justice 
Black pointed out for the majority covered “control and manu- 
facture and sale of antifriction bearings whether carrying the 
mark or not”.** The fact that markets were apportioned for the 
sale of bearings whether or not they bore the mark indicates that 
trademark licensing was not the paramount purpose of the agree- 
ment but that cartelization was. 


7. United States v. Addyston Pipe § Steel Co., 85 F. 271 at 282 (C.A. 6th, 1898). 
There Taft, C. J., enunciated the limits of the doctrine rather fully: “... the contract 
must be one in which there is a main purpose, to which the covenant in restraint of trade 
is merely ancillary. The covenant is inserted only to protect one of the parties from the 
injuries, which in the execution of the contract, or execution of its fruits, he may suffer 
from the unrestrained competition of the other. . . . But where the sole object of both 
parties in making the contract as expressed therein is merely to restrain competition, and 
enhance or maintain prices, it would seem that there was nothing to justify the restraint, 
that it would necessarily have a tendency to monopoly, and therefore would be void.” 

8. United States v. National Lead Co., 63 F. Supp. 513, aff’d 332 U.S. 319 (1947) ; 
United States v. General Electric Co., 82 F. Supp. 753 (D.C. N.J. 1949). 

9. See B. A. Diggins, Foreign Commerce, Restrictive Agreements and Ancillary 
Patent Rights, 21 Gro. WaAsH. L. Rev. 667 (1953). 

10. Ibid. 

11. Timken Roller Bearing Co. v. United States, 341 U.S. 593 at 598, 41 TMR 672 
at 675 (1950). 
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The recent case of United States v. Bayer™ indicates that the 
district courts are adopting this approach in construing agree- 
ments which license trademarks internationally. A facet of the 
Bayer case involved an agreement by I. G. Farben not to contest 
Bayer’s title to the Bayer trademark in Cuba and also allowed 
Bayer to register in Cuba all future trademarks registered by 
I. G. Farben in other parts of the world. The court declared that 
the agreement “went far beyond any protection required for the 
trademarks.” ** The Bayer case was decided according to the 
reasoning of Timken. Like Timken it involved much more than a 
division of territory incidental to a trademark licensing agree- 
ment.’* The question presented by the dissents in Timken now 
arises. The Timken and Bayer situations illustrates that a cumu- 
lation of restrictions such as territorial division and price fixing 
will be regarded as illegal per se. Justice Frankfurter in his dis- 
sent, however, argued that the rule of reason applied in domestic 
antitrust cases should be applied in eases where the complexities 
of foreign trade warrant the application of different standards 
to agreements concerning foreign trade: * 


“Even ‘cartel’ is not a talismanie word, so as to displace the 

rule of reason by which breaches of the Sherman Law are 
determined. Nor is ‘division of territory’ so self-operating 
a category of Sherman Law violations as to dispense with 
analysis of the practical consequences of what on paper is a 
geographic division of territory.” 


A rule of reason construction would take into consideration 
a factor such as the unwillingness of an American manufacturer 
to license his trademark along with the know-how associated with 


12. 135 F. Supp. 65 (D.C.N.Y. 1955). 

13. Ibid. at 70. Cf. United States v. National Lead Co., 63 F. Supp. 513 at 523-524 
(D.C.,8.D.N.Y. 1955) (where patents not yet in existence were yielded). The court 
reasoned therefore that the territorial restrictions involved were not ancillary at all but 
that allocation of trade territories was the heart of the agreement. The extensiveness of 
the provisions of the agreement convinced the court of a basic monopolistic intent. 

14. I. G. Farben agreed not to license the trademark BAYER or BAYER CROSS in the 
United States, Canada and Cuba because rights in those countries were granted to Bayer. 
Bayer in turn conveyed its trademarks and patents in all remaining countries to Farben. 
There was an exception: Bayer and Farben gave patent and trademark rights to a new 
company, Bayer Products Limited, to which was allocated the United Kingdom, South 
Africa, Australia and New Zealand. The court in United States v. Bayer, supra note 12, 
said: “Mutual recognition and transfer of trademark rights were incidental to that 
major objective (division of the world market among the participants) and were clearly 
intended to secure the more effective enforcement of the division of territories and their 
exploitation.” Here again the cartel dog was found to be hopefully waving a trademark 
tail. The defense that the territorial divisions were ancillary to an agreement “to settle 
trademark disputes” was completely rejected. 

15. See note 11 supra at 605, 41 TMR at 679. 
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the manufacture of the trademarked product without a promise 
from the recipient not to sell in the United States.** The adher- 
ence to the concept that territorial division is illegal per se pre- 
vents the court from inquiring into whether the territorial re- 
straint is just a protective device limited in area or whether it 
is indeed an anti-competitive scheme whereby the entire world 
market in a product is controlled under the guise of trademark 
licensing. 


What Restraints Are Ancillary to a Joint Venture? 


The other defense made in the Timken case was that the re- 
strictions the government sought to invalidate were ancillary to 
a ‘Joint venture.” This defense crumbled as completely as did 
the defense that the restrictions were ancillary to the licensing 
of trademarks. The theory of counsel for defendant in the Timken 
case was that if common ownership of American Timken with the 
foreign Timken concerns could be shown, they would be freed 
from the constraints of the Sherman Act. The parties to a Sher- 
man Act “conspiracy”, the theory ran, must be independent. 
Where there is only one party in a situation, there cannot be a 


conspiracy. The majority did not accept this argument. Relying 
on domestic antitrust cases the Court held that intracorporate 
relationships were not crucial to the applicability of the Sherman 
Act.” This portion of the majority opinion was what Justice 
Jackson took bitterest exception to in his dissent, particularly 
the application of “conspiracy” doctrine to parents acting with 
their subsidiaries.** Justice Jackson urged what amounts to a 





16. Nitschke, Antitrust Laws in Foreign Commerce, 53 Micu. L. Rev. 1059 at 1063 
(1955). Economic realities in the international trade area make territorial allocation 
quite as necessary for the foreign licensee as for the American licensor: “Similarly, 
the foreign licensee may be unwilling to undertake the manufacture of the finished 
product, involving capital investment in plant and machinery and long-term expenditures 
for sales-promotion, if he cannot secure the promise from the American manufacturer, 
not in effect, to destroy what has been transferred by competing in the foreign manu- 
facturer’s area. Thus, such limited agreements not to compete in certain territories may 
create the opportunity for the only trade possible under such circumstances.” 

17. For domestic antitrust cases holding that a parent and a subsidiary need not 
be treated as a single unit in deciding whether the “conspiracy” section of the Sherman 
Act is applicable, see The Lorain Journal Co. v. United States, 342 U.S. 143 (1951); 
Kiefer Stewart Co. v. Seagram & Sons, 340 U.S. 211 (1951); Schine Chain Theatres 
Inc. v. United States, 334 U.S. 110 (1948) ; United States v. Yellow Cab Co., 332 U.S. 
318 (1947). 

18. Sigmund Timberg, antitrust counsel for the Department of Justice, has argued, 
on the other hand, that British Timken was not a subsidiary of American Timken at all. 
American Timken owned only 30% of the stock of British Timken. American and British 
Timken owned French Timken on a 50-50 basis. The half ownership accorded to British 
Timken in French Timken convinced Timberg that British Timken was an independent 
unit rather than a mere subsidiary. 

Even if Mr. Justice Jackson’s point that parents and subsidiaries should not be 
treated as separable is accepted in the international trade scene, Professor Timberg 
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rule of reason approach to the use of subsidiaries in international 
trade: *° 


“In a world of tariffs, trade barriers, empire or domestic 
preferences, and various forms of parochialism from which 
we are by no means free, I think a rule that it is restraint 
of trade to enter a foreign market through a separate sub- 
sidiary of limited scope is virtually to foreclose commerce 
of many kinds.” 


Jackson argued that division of the United States domestic mar- 
ket between a parent and its subsidiary is a quite distinct matter 
inviting a completely different set of considerations than when 
the relationship is between an American parent and a foreign 
subsidiary. 


The Nature of the Penalties 


We have now to consider what penalties actually ensue if a 
trademark licensing agreement is found to violate the antitrust 
laws. In Timken, the district court ordered American Timken to 
divest itself of its holdings in British and French Timken.*® The 
Supreme Court believed that divestiture should not have been 


ordered and modified the district court’s order accordingly.”* The 
remainder of the district court order was affirmed. It provided 
for the termination of the agreements involved and the defen- 
dants were enjoined from the enforcement or the performance 
of any of the provisions of the agreement. The Court also ordered 
American Timken to take measures to allow the free export from 
and import into the United States of Timken roller bearings. 
Another available penalty although it was not actually utilized 
in Timken is a court order making either the United States a 
party or one of the foreign parties to the agreement adopt an 
additional trademark.” A court order compelling a party to select 
an additional or an even entirely different trademark for its old 





argues that Timken would still be in violation of the antitrust laws because the Sherman 
Act prohibits any contracts or combination in restraint of trade and not just conspiracy. 
See, Timber, Competition—A Philosophy for Export and for Defense Production, 21 
GEO. WASH. L. REv. 680 (1953). The answer to this is that a further extension of the 
rule of reason construction might find a restraint of trade absent in an international 
situation although in a domestic setting the same criteria would find it present. 

19. See note 11 supra at 607, 41 TMR at 679. 

20. 83 F. Supp. 284, 39 TMR 431 (D.C., N.D. Ohio 1949). 

21. See note 11 supra at 600, 41 TMR at 678. 

22. Professor Derenberg says this was the trademark relief the government was 
really after in the Timken case. Ultimately of course it contented itself with a court 
order binding the parties to insure that British and French Timken would be allowed 
to sell their trademarks in the United States. The device of ordering an additional 
trademark has the same objective. See note 6 at 434, 42 TMR 365. 
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mark presents very grave problems. Sometimes the mark is ma- 
chine inserted directly into the product. When the substituted 
mark is ordered to be used only in areas of competition, the 
marking of the goods will be dependent on their ultimate destina- 
tion although at time of manufacture the ultimate destination 
may be unknown.” 

Finally there is still another penalty that may be (someday) 
relied upon where antitrust violation is found in an agreement 
licensing trademarks: the loss of the trademark itself. Section 
33 (b) (7) of the Lanham Act provides that a trademark is incon- 
testable unless the trademark has been or is being used to violate 
the United States antitrust laws.** It is a moot question whether 
Section 33 (b) (7) has lessened or increased the rights of a trade- 
mark owner who may be open to charges of antitrust violation. 
Professor Handler has written that he cannot agree with those 
who limit the effect of an antitrust violation merely to the loss 
of incontestability. Drawing an analogy to some patent cases, 
Professor Handler asserts that use of a trademark which falls 
afoul of the antitrust laws forfeits all right to protection of that 
mark in the courts.” Professor Handler, however, relies on gen- 
eral equity principles in support of his view rather than on 
Section 33 (b) (7) directly. Handler’s view then is that a trade- 
mark owner who had misused his trademark could not maintain 
an infringement suit because he would be subject to a clean hands 
defense. 

The possibility that an antitrust violation may deprive a 
party of his trademark is of some consequence internationally. 
For example, if an American trademark registered in a Latin- 
American country such as Brazil is deemed deprived of judicial 
protection in the United States, a party in the United States may 
bring a cancellation proceeding to remove it from the Principal 
Register since the mark (because of antitrust misuse) would no 
longer be incontestable under Section 33 (b) (7). Consequently, 
the rights of the foreign licensee would be in jeopardy because 
his Brazilian registration is dependent on registration in the 
United States. If that registration is canceled, there would be 
nothing on which to support his Brazilian registration. 


23. Stedman, Elimination of Trade Barriers Based Upon Trade-Marks, 10 Fen. 
B. J. 162 (1950). Because of the difficulties in directing the use of a substituted mark, 
Stedman suggests as an alternative an order to both parties to sell under the same mark 
in the same area. This of course was the solution adopted in Timken. 
24. 60 Star. 438 (1946), 15 U.S.C.A. Sec. 1115 (Supp. 1957). 
25. Handler, Trademarks and Antitrust, 38 TMR 387 (1948). 
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Professor Derenberg has declared that courts will be very 
reluctant to rule that misuse of a trademark in an international 
eartel will result in dedication of the trademark. Dedication, 
Professor Derenberg urges, will result only in confusion to the 
public and in the loss of “invaluable goodwill built up within the 
United States.” *° 

The antitrust division of the Justice Department has never 
sought to deprive a party of its trademark because of an anti- 
trust violation. Nevertheless Mr. Timberg has written of the 
Timken case that the “non-competitive conduct of defendant had 
divided and diluted the significance of the TmmKEN name as far 
as a purchaser of bearings was concerned since he became some- 
what confused as to which he might be purchasing from.”* A 
competitive policy, on the other hand, by American Timken would 
have protected its foreign trademark rights and shielded it from 
an attack in the United States that it had abandoned the use of 
the trademark.” 

When Professors Handler and Derenberg published their dif- 
fering interpretations of Section 33 (b) (7), there were no cases 
on point. When Cott Beverage Corporation v. Canada Dry Ginger 
Ale*® was decided, at least some of the speculation was put to rest. 
The district court held that Section 33 (b) (7) deprived a misuser 
of a trademark of certain evidentiary advantages (incontesta- 
bility) but did not strip him of his trademark. Plaintiff, Cott 
Beverage Corporation, wanted a declaratory judgment that it 
could use defendant’s famous trademark on its products without 
fear of infringement because defendant was violating the anti- 
trust laws. The court refused to grant the declaratory judgment 
relying on the Timken case where no cancellation of the registra- 
tion or declaration that the mark was dedicated to the public 
was granted. The Cott case supported Professor Derenberg rather 
than Professor Handler. It did not resolve the issue of whether 
cancellation of a misused trademark would be forthcoming when 
it was the government rather than a competitor seeking to take 
the trademark from its owner when it is misused. However, the 
government has up to this writing not asked for relief as Dra- 
conian as this.*° 


26. See Derenberg, supra note 6 at 446, 42 TMR 365. 

27. See Timberg, note 18 at 680. Mr. Timberg at the outset of his article declares 
that the opinions expressed are his own and not those of the antitrust division of the 
Department of Justice. 

28. Ibid. 

29. 146 F. Supp. 300, 47 TMR 470 (D.C., S.D.N.Y. 1956). 

30. See Derenberg, note 6 at 440, 42 TMR 365. 
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Thus, in summary, the penalties for antitrust violation are 
in order of the likelihood that courts will utilize them: (1) ter- 
mination of the agreement involved; (2) injunction prohibiting 
the enforcement or performance of any of the provisions of the 
agreement; (3) an order directing that the parties take measures 
to insure the free export from and import into the United States 
of the trademarked product previously allocated to just one of 
the parties; (4) divestiture; (5) an order directing the use of 
substituted or additional trademark in areas of competition; and 
(6) a declaratory judgment by the court that defendant’s misuse 
of its trade has deprived it of judicial protection (this relief has 
not yet been granted either in domestic or cartel cases). 


Conclusion 


Our discussion has centered on the problems raised by two 
questions: (1) Will a territorial allocation, without more, incident 
to the foreign licensing of a trademark comply with the antitrust 
laws? (2) Will the licensing of a foreign subsidiary or a licensing 
arrangement incident to a “joint venture” be a factor evidencing 
“conspiracy” under the Sherman Act? 

As to whether a territorial allocation can be upheld on an 
argument that it is a necessary incident to an agreement whose 
chief purpose is the foreign licensing of a trademark, the ten- 
tative answer (in the absence of judicial decision) would appear 
to be in the affirmative. The main purpose of the agreement is 
the standard by which ancillary restraints are judged.** One 
construction that has been persuasively presented is that the com- 
binations which Timken condemned are those where the objective 
was to raise or set the market price because the Court has held 
price-fixing illegal per se. In the ordinary foreign licensing situa- 
tion, the parties to the agreement will not dominate the industry. 
Consequently, price-fixing will not be a factor.** The implication 
then would be that an agreement would have to combine price- 
fixing with territorial allocation to violate the antitrust laws.* 
However, in United States v. E. I. du Pont de Nemours & Com- 
pany** the Court held that it was not inconsistent to apply the 
rule of reason simultaneously with an illegality per se theory. The 
Court declared that division of territory or maintenance of prices 





31. Oppenheim, Foreign Commerce Under the Sherman Act—Points and Implica- 
tions of the Timken Case, 42 TMR 3. 

32. Nathanson, Licensing Your Trademark, 46 TMR 133, 147. 

33. Ibid. 

34. 351 U.S. 377 at 387 (1956). 
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was in itself a violation of the Sherman Act. The Court cited 
Timken as its authority for this proposition. 

The answer to the du Pont reasoning is that it is restricted to 
circumstances where (1) there is a world-wide combine and (2) 
the parties to the agreement dominate the world market as in 
Timken. If these two factors are absent, our conclusion is that 
foreign licensing of a trademark for an unpatented product* is 
not unlawful even though it contains a territorial division. 

Now the question arises: when an American trademark is 
licensed abroad what is the safest foreign business unit to select 
in order to avoid violation of the antitrust laws? It is clear that 
the establishment of a branch factory abroad which does its own 
production and distribution would escape even the broadest appli- 
eation of the Timken case.*®° However, what are the consequences 
if the American corporation establishes a foreign subsidiary and 
licenses it to manufacture under its trademark? If the cartel 
features are absent (Justice Jackson’s fears in Timken aside), the 
foreign subsidiary unit is just as lawful and useful a business de- 
vice for foreign licenses of trademarks as it was before Timken.*" 
Suppose the American company does not estabiish its own sub- 
sidiary but acquires a foreign subsidiary? In that case, if the 
foreign subsidiary had been engaged in exporting to the United 
States before its acquisition as a competitor of its new parent, 
or the converse, it is believed that Section 7 of the Clayton Act 
might apply.* 

The acquisition of a foreign subsidiary is very close to the 
joint venture business form which is the basis on which many 
American businessmen operate abroad. It will be remembered 
that the marketing allocation and price-fixing restrictions in 
Timken were defended as valid on the ground that they were 








35. A trademark license agreement on a product protected by a United States 
patent may include a provision prohibiting the licensee from selling or manufacturing 
outside the United States at least for the hfe of the duration of the patent. Where the 
license agreement covers territory not protected by the United States patent we are 
back of course once more to the issue of ancillary restraint v. illegal main purpose. See 
Derenberg, supra note 30 at 442, 42 TMR 365. 

36. See Linowitz, The International Businessman Meets the Antitrust Laws, 41 
CORNELL L. Q. 215 (1956). 

37. See Oppenheim, supra note 31 at 7; see also Nitschke, supra note 16 at 1059. 
Nitschke reviews the REPORT OF THE ATTORNEY GENERAL’S NATIONAL COMMITTEE ON 
THE ANTITRUST LAWS and comments that the Report views the cases as holding “that 
concerted action between the parent and its subsidiary or subsidiaries, which restrains 
no trade of outsiders but solely that between the parent and its subsidiary does not 
violate Sec. 1 (of the Sherman Act). The Committee rejects any implication to the 
contrary which might be construed from some of Justice Jackson’s dissenting language 
in the Timken case.” 

38. Ibid. at 1066. 
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ancillary to a joint venture. The cases where territorial restric- 
tions have been defended as ancillary to a joint venture make 
it apparent that there is nothing unlawful in a joint venture be- 
tween an American company and a foreign concern in itself.* 
When an American company joins forces with an already estab- 
lished foreign concern to start a new company which will manu- 
facture for the foreign market under the American trademark, 
the fact that it is a joint venture will not immunize it from anti- 
trust charges if a certain cartel objective is the real purpose of 
the agreement. In other words, the American owner of a trade- 
mark who is fearful of licensing his mark with a provision that 
the licensee cannot manufacture or sell in the United States is 
not better advised to frame his territorial restriction as part of 
a joint venture agreement rather than as a trademark licensing 
agreement.*° 

In conclusion, the Timken case did not say that granting a 
trademark license to a foreign subsidiary with each party re- 
serving to itself its own market was a violation of the antitrust 
laws. Nor did Timken say that joint venture arrangements be- 
tween American and foreign concerns for the purpose of manu- 
facturing under American trademarks abroad was a violation of 
the antitrust laws if the new company operating abroad makes 
a reciprocal pledge with the American company not to manufac- 
ture or sell in the territory of the other. The agreements which 
come within Timken are those where the division of world mar- 
kets is a bit too complete, where price-fixing is incorporated into 
the agreement itself, and where permission to sell in the exclusive 
territory of one of the parties to the agreement is granted when 
a competitor appears. Only in such circumstances are the indicia 
of the international cartel manifest and hence are the antitrust 
laws violated. To extend Timken to lesser restraints could only 
have the effect of prohibiting foreign trade entirely. 


39. See Oppenheim, supra note 31 at 14. See United States v. Minnesota Mining 
§ Mfg. Co., 92 F. Supp. 947 (D.C. Mass. 1949) ; United States v. National Lead Co., 63 
F. Supp. 513 (D.C.,8S.D.N.Y. 1945). In both these cases, the defendants argued that 
the territorial divisions complained of were merely ancillary to a joint venture. In both 
cases, the defense failed because the joint venture was viewed not as the primary pur- 
pose of the agreement but only as a device whereby practically the entire world was 
divided up by the parties to the agreement into exclusive trade territories. In other 
words, just as in the trademark licensing agreement, intent of the parties was not inci- 
dentally protective but aggressively monopolistic. 

40. Sanib Corp. v. United Fruit Co., 135 F. Supp. 764 (D.C.N.Y. 1955). In Sanib 
the district court held that a common ownership would not insulate the defendants from 
a “conspiracy” charge under the antitrust laws for acts committed in Honduras against 
plaintiff so long as these acts had some effect on interstate commerce in the United States. 
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NOTES FROM OTHER NATIONSt 
Edited by L. L. Gleason 


Brazil 


Supreme Court Decisions on Similarity of Trademarks 


Recent decisions of the Supreme Court of Brazil have indi- 
eated the tendency of that Court to protect the rights of owners 
of registered trademarks against later users and registrants, even 
when material differences of goods for which marks were regis- 
tered are involved. 

The first decision related to the case of Eli Lilly & Company, 
a United States company, versus Vera Lilly Schildketcht No- 
gueira, who had secured registrations of the trademarks tTaLco 
LILLY, LILLY and v. LILLy in respect of toiletries in Class 48. The 
plaintiff was the owner of registrations of the trademarks LILLY 
and gELi titty for pharmaceuticals in Class 3 and it applied to the 
Third Federal Court of Rio de Janeiro for cancellation of the 
defendant’s registrations on the ground of conflict between the 
marks regardless of the difference between the goods. The plaintiff 
argued that the fact that LiuLy was a part of defendant’s civil 
name did not justify the registration of defendant’s marks be- 
cause a name could not be used as a trademark when it was con- 
fusingly similar to a previously registered mark; and the plaintiff 
claimed the benefit of Article 8 of the International Convention, 
which under certain conditions gives protection to trade names. 

The defendant replied that there could be no possibility of 
confusion between the marks of the two parties because they were 
registered for different products in different classes, and that it 
had a right to use the name LILLy because that was a part of the 
civil name of one of the partners of the firm. The first Court 
decided in favor of the plaintiff on the ground of differences 
between the goods and the classes in which the respective marks 
were registered. 

Eli Lilly & Company appealed to the Federal Court of Ap- 
peals, which upheld the decision of the lower court, and then filed 
a writ of error in the Supreme Court on the basis of infractions 
of the national constitution (Article 141, Section 18), of Article 95, 
paragraphs 4 and 17, of the Industrial Property Law, of Article 8 
of the International Convention, and the further fact that the 


t+ 10.—ForEIenN Law. 
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decision of the Court of Appeals was in conflict with earlier de- 
cisions of the Supreme Court. 

The latter Court held that the defendant was not justified in 
including the name LILLy in its trademarks when that name had 
already been registered by another party, although for different 
goods; and the fact that the name LILLy was a part of defendant’s 
civil name was considered irrelevant in view of the possibility 
of confusion. The defendant was ordered to pay for losses and 
damages, and lawyer’s fees. 

(Supreme Court of Brazil, June 6, 1958.) 

In a later case involving two Brazilian companies, Fabrica 
de Fios e Linhas Martes Ltda. v. Linharte S/A—Industrias de 
Linhas e Artefatos Texteis, the plaintiff was the owner of reg- 
istrations for the trademarks MARTE, LINHA PARA COSER MARTE, 
VENUS—FABRICA DE FIOS E LINHA MARTE LTDA. and design, and an 
application for registration of FABRICA DE FIOS E LINHA MARTE LTDA., 
all in Class 22. It applied for cancellation of the defendant’s reg- 
istrations in Classes 22 and 23 for LinHaARTE and design, arguing 
that LINHARTE was likely to be confused with LinHa MarTE. “Linha” 
is a Portuguese word for “thread”. 

The suit was filed in the Federal Court of Sao Paulo, which 
agreed with the defendant’s argument that the marks were suf- 
ficiently different, especially as they were not simply word marks. 

The plaintiff’s appeal to the Federal Court of Appeals was 
unsuccessful, and it took the case to the Supreme Court. That 
Court ruled that the defendant’s marks had been improperly reg- 
istered because of the likelihood of confusion with trademarks 
already registered by another for the same and similar goods. 
The Supreme Court also made the comment that when considering 
the possibility of confusion between complex trademarks, the 
verbal elements of the marks should be considered of the greatest 
importance. 

(Supreme Court of Brazil, December 17, 1959.) 


Cuba 


Non-use of Trademark Renders Registration Ineffective 


Nestle Company, Inc., as owners of a registration in Cuba 
for the trademark pureEza in respect of condensed milk, were able 
to secure the cancellation of a later registration of the trademark 
purity for evaporated milk on the ground of similarity between 
the goods and the marks, pureza being the Spanish word for 
“purity”. 
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Gehl Guernsey Farms Inc., who owned the purity mark, had 
been using that mark in Cuba on evaporated milk since 1948, and 
they continued to use it after the cancellation of their registra- 
tion. Nestle Company, Inc. asked for an injunction against the 
continued use of the trademark purity, claiming that such use 
disturbed their exclusive right to the use of their mark puREza, 
and also asked for a court order for withdrawal of all stocks of 
puRITy evaporated milk from the Cuban market. 

In their defense Gehl Guernsey Farms Ine. argued that in 
a suit of this kind the plaintiff must prove the “disturbance” of 
its rights, and that no disturbance could occur in this instance 
because Nestle Company, Ine. had never used the trademark 
PUREZA in Cuba although the mark had been registered there since 
1925. The court accepted this argument and dismissed the in- 
junction suit. 

Article 132(4) of the Cuban industrial property law provides 
that trademark rights shall expire when the owner of a regis- 
tered mark does not use the mark in Cuba for three consecutive 
years (except in the case of proven force majeur). 

(Court of 2nd Instance in Habana, August 19, 1959.) 


Switzerland 


Protection Afforded Semi-Descriptive Terms Used as Trademarks 


A Swiss company named Wittenauer & Cie. is the owner of 
two well-known trademarks, FARMERHOSLI and FARMERLI, having 
the meaning of “little farmer’s trousers” and “little farmer”, 
respectively, for use on children’s overalls of a distinctive kind 
and shape. They took action to stop use of these trademarks by 


9 


another Swiss company, whose defense was that since “farmer 
is a descriptive term, the two trademarks are not entitled to pro- 
tection, being merely composite terms consisting of two free terms 
(“farmer” and “little trousers”) in the one case and the same 
free term and the suffix “li”, which means “little”, as to the 
second mark. 

The Court held that the trademarks do not consist of merely 
descriptive terms and that consequently they are valid marks; 
also that there has been no retrogression in the status of the 
marks. Although the public sometimes uses the marks as descrip- 
tive terms, the Court recognized the fact that the plaintiffs have 
endeavored to prevent retailers from misusing the marks. 
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(1st Civil Department of Swiss Federal High Court, Sep- 
tember 30, 1958. Wittenauer & Cie. v. Egger Eisenhut & Co.) 


Swiss Registration Does Not Give Protection Against Use of Mark on 
Genuine Imported Goods Bearing Same Mark 


The Cassation Court of the Swiss Federal High Court on 
October 17, 1958 decided that the defendant, a Swiss importer, 
must be allowed to import into Switzerland from Germany radios 
bearing the trademark sana, without the consent of the German 
manufacturer of the radios or the consent of the Swiss repre- 
sentatives of the German company, as the radios in question 
were genuine saBA radios. The Court held that in such case the 
public was not misled and that there was no danger of confusion, 
because all of the saBa radios being sold in Switzerland came from 
the same German manufacturer. 

(Saba Radio—, Televisions—und Elektro A.G. and Werder & 
Schmid A.G. v. Eschenmoser.) 


Swiss Registration Does Give Protection Against Use of Mark on 
Imported Goods Made by Different Manufacturer 


The Cassation Court of the Swiss Federal High Court on 
March 13, 1959 dealt with another type of case in which the same 
mark, held by different parties in different countries, was involved. 

Electric and Musical Industries Ltd. (EMI) is the owner in 
Switzerland of the trademark HIs MASTER’s vorcE and other marks. 
Two United States companies are permitted by EMI to use this 
mark in the United States only. The Swiss Court ruled that the 
defendant Delachaux could not import into Switzerland discs 
(records) bearing the trademark and bought from the United 
States companies entitled to use the mark in the United States. 
To do that could lead to confusion as there would then be on the 
Swiss market records bearing the same trademark but coming 
from different manufacturers, one British and the other Amer- 
ican. The Court considered that it would be irrelevant if the 
records coming from different sources were of the same quality. 


(Electric and Musical Industries Ltd. v. Delachaux and Ministére 
public of the Canton of Neuchdatel.) 
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NOTES FROM THE PATENT OFFICE 


By Milton E. Abramson* 


The Configurations of the Goodst 


In former times when illiteracy was more prevalent in our 
country and the percentage of non-English speaking peoples was 
greater than it is today trademarks which did not consist in words 
were extremely useful as indicia of origin of products. Often 
when an unlettered consumer found a product which suited his 
fancy, the identifying device or symbol became his buying guide 
for that item. The entry of new, substitute or improved products 
in the market place often failed to change the ingrained purchasing 
habit formed because of the knowledge of the identifying device 
and suspicion was aroused when it was suggested that another 
product was “just as good” or even “better.” Therefore, the sym- 
bol mark was extremely important both to the purchaser and the 
seller. 

Among these symbol marks used by manufacturers and ven- 
dors (and one which brought about considerable dispute), was 
the mark which consisted in an actual or approximate depiction 
of the goods themselves—or, in modern parlance, a configuration 
of the goods. The reason for the greater emphasis on this type 
of mark in the past—appears evident. Since many ultimate con- 
sumers were not able to read, the easiest way a seller of goods 
could indicate to the customer the particular product contained 
in a closed package was to provide a picture of the product on 
the package. Since printing and photographic processes were not 
as advanced as they are today a manufacturer often found that 
he could present a more attractive container by employing an 
artist to draw an appealing representation of the goods for use 
on the package. These attempts to exclusively appropriate the 
configuration of the goods seriously hampered the marketing 
efforts of competitors selling the same or similar items. 

Early cases’ on this point have not been found—probably 
evidentiary of the fact that manufacturers and vendors regarded 


* Examiner, Trademark Operation, U.S. Patent Office. Member, District of 
Columbia Bar. 

t 2.21—REGISTRABILITY—PACKAGES AND CONFIGURATIONS. 

1. An extreme attempt to register the configuration of the goods is found in 
Bristol Co. v. Graham, 199 F. 412 wherein a patentee unsuccessfully attempted to 
register as a trademark a drawing furnished as part of his patent application. 
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configurations of the goods not to be entitled to protection any 
more than the generic name of the goods. 


The principles of trademark law remain substantially the 
same. Without a showing of distinctiveness, any mark, whether 
it be word or symbol, which merely describes the product with 
which it is used may not be exclusively appropriated. In a society 
which depended on the symbol to communicate with a large portion 
of its members, even an unusual depiction on the package of a 
product would probably not have been recognized as a mark 
indicating origin but rather it would have been recognized merely 
as a description of the contents of the package. On the other 
hand, as society becomes more literate and accustomed to looking 
to words for information, a symbol which formerly may have been 
merely descriptive or equivalent to the name of the goods may 
become an arbitrary or fanciful symbol. Although the principles 
of trademark law remain the same—the syllogism for a different 
conclusion may be reached because of a change in environment. 
It is not surprising, therefore, that the Patent Office may now 
find a mark registrable which consists in a configuration of goods 
and which, in earlier times, would not have been registrable.* 


Recent Practice 


Provision to register configurations of goods is found in 
Section 23 of the Lanham Act, which concerns the Supplemental 
Register. In order to qualify for registration on the Supplemental 
Register marks need only be capable of distinguishing the appli- 
cant’s goods or services. Configurations are specifically designated 
as marks in Section 23 as all marks which have become distinctive 
of the applicant’s goods in commerce can be registered on the 
Principal Register as provided in Section 2(f) of the act it fol- 
lows that configurations can be registered on the Principal Reg- 
ister upon submission of sufficient evidence that the configuration 


2. Before the passage of the Lanham Act the Federal law did not provide for the 
registration of marks which consisted of the configuration of goods although some states 
did recognize and register configurations as trademarks. If anything, the Federal stat- 
utes considered configurations subject-matter for design patents. Many foreign countries, 
however, did register configurations and Article 5 of the Inter-American Convention 
provided that such marks shall receive the same protection accorded to trademarks in 
countries where they are considered as such. Since several foreign countries provided 
for the protection of configurations and since a trademark owner in the United States 
needed a Patent Office registration before he could file in those foreign countries it 
was necessary to recognize and provide for the registration of such marks. The provision 
in the Lanham Act to register configurations gave force and effect to the provision in 
the international conventions. 
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has actually become distinctive of the goods in connection with 
which it is used. 

The above rule set forth has exceptions. The exceptions ap- 
pear where the exclusive appropriation of the configuration may 
encroach on the rights of others.’ One of the earlier cases con- 
cerned with the problem held that the words “configuration of 
goods” in Section 23 referred to the configuration of a charac- 
teristic feature which is nonfunctional rather than to the article 
itself.* The configuration should be restricted to a particular 
part or feature and not extended to the shape or design of an 
entire device.° However, a feature must function as a trademark.® 
Configurations must be sufficiently different from the general 
shape of the article made by others.’ Mere utility or attractive 
appearance alone is generally insufficient to support a finding 
that a configuration of goods is capable of trademark significance.* 

In general, if purchasers are likely to regard a configuration 
as merely utilitarian it probably will not be considered capable 
of trademark significance and therefore, would not be registrable, 
even on the Supplemental Register. To be registrable, the pri- 
mary purpose of the particular configuration of goods must be 
to indicate origin of the goods. The configuration must be of 
such nature that purchasers would likely consider it as an indi- 
eation of origin and therefore possess trademark significance. 


Independent Lock Company v. Schlage Lock Company, 121 USPQ 609, 49 TMR 
996. 


3. 
4. Ez parte Mars Signal Light Company, 85 USPQ 173, 40 TMR 377. 
5. Alan Wood Steel Company v. Watson, Com’r of Patents, 113 USPQ 311, 47 
TMR 848 (D.C., D.C., 1957). 

6. In re Simmons Company, 120 USPQ 341, 49 TMR 1323. 

7. Ez parte Necchi Sewing Machine Sales Corp., 110 USPQ 363, 46 TMR 1304; 
Ez parte D. & F. Enterprises, 111 USPQ 384, 47 TMR 369. 
8. In re Bourns, 117 USPQ 38, 48 TMR 992 (CCPA, 1958). 
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the Patent Office Society, Vol. 42, No. 3, March, 1960, pp. 193-215.) 


Patent and Trademark Institute of Canada. 
Report of Proceedings. Thirty-third Annual Meeting, Quebec, 1959. 
Includes “A Close Look at the Trade Marks Act After the First Five Years” by 
Eric L. Medealf, Q.C. and Keith 8. Cunningham. 


Pittsburgh Plate Glass Co. 
PPG Messages Sell Brand, Too. (Printers’ Ink, April 1, 1960, pp. 60-62.) 
Company now devotes equal promotion to problem of product versus corporate name, 


Syria (UAR). 
Licensing and Exchange Controls. (World Trade Information Service. Operations 
Reports, Part 2, Dept. of Commerce, Bureau of Foreign Commerce, No. 60-7.) 


Weiss, E. B. 
Checkmate in Consumer Deals. (Advertising Age, March 21, 1960, pp. 102, 104.) 


In some merchandise classifications brand loyalty scarcely exists; the shopper’s only 
favorite brand is the one featuring “10 Cents Off.” 


BOOK NOTICES 


The Lawyers Directory. The Lawyers Directory Publishers, Charlottesville, Va., 1959. 
77th Edition. Pp. 6974. $60.00. 
Contents: Digest of Laws for all states and possessions, complete court calendar, 
list of members of legal departments of leading U.S. corporations. International 
selection of leading lawyers with biographies, etc. 


The Merck Index of Chemicals and Drugs. Merck & Co., Inc., Rahway, N. J., 1960. 7th 
Edition. Pp. 1641. 


Includes a Cross Index of Names for many trademarked products. Those registered 
are indicated with the ® symbol. 


* Copies of these articles and books are available for reference in the Association’s 
library. 
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SPEEDRY PRODUCTS, INC. v. DRI MARK PRODUCTS, INC., et al. 
No. 335—C. A. 2—November 6, 1959 — 123 USPQ 368 


7.212—REMEDIES—UNFAIR COMPETITION—BASIS OF RELIEF—DRESS 
OF GOODS 
Court denied plaintiff a preliminary injunction because of its failure to show 
irreparable harm would result from defendants’ acts. It held that allegation of 
alleged copying of plaintiff’s mark MAGIC MARKER, the style, dress, container, and 
packing of its marking device by defendants in connection with the use of DRI 
MARK constituted a good cause of action in field of unfair competition. However, 
the court found substantial differences in the dress of defendants’ product and the 
mere copying of functional features, in the absence of fraudulent intent, was not 
unlawful. 
7.211—REMEDIES—UNFAIR COMPETITION—BASIS OF RELIEF—IN GENERAL 
The court held plaintiff’s contention that under New York law of unfair com- 
petition it was no longer required that a plaintiff establish a secondary meaning 
for its products or business as a requisite factor for relief was erroneous, It is 
because of a failure to recognize the distinction between the palming off cases and 
the misappropriation cases much confusion has crept into the New York State 
decisions and thence into the Federal decisions. It is due to this confusion that 
courts occasionally have said that secondary meaning is not a necessary factor 
without restricting this observation to misappropriation cases as did not involve a 
palming off, in which recovery seems not to depend upon the confusion or deceit 
of the public. 
8.3—COURTS—PRELIMINARY INJUNCTION 
The court held plaintiff in a preliminary injunction motion must at least show 
reasonable probability of success in its main action and that irreparable damage 
will result from a denial of the motion. In denying plaintiff’s motion the court 
considered as significant factors, the difference in the display of the trade names 
on the covers of the packages, the difference in the packaging and the wide differ- 
ence in price between the goods of the parties. 


Action by Speedry Products, Inc. v. Dri Mark Products, Inc., Sub- 
urban Dyers & Finishers,, Inc., Milton Dinowitz, doing business as Com- 
modore Stationers, Lanart Associates, Inc., Milton Landin, and Arthur S. 
Romm for patent and trademark infringement and unfair competition. 
Plaintiff appeals from order of District Court for Southern District of 
New York denying plaintiff’s motion for preliminary injunction. Affirmed. 


Julius Kass (Bandler & Kass and Joseph Halper on the brief) of New York, 
N.Y., for appellant. 

Joseph Goldberg, of New York, N.Y., for Dri Mark Products, Inc., Sub- 
urban Dyers & Finishers, Inc., Milton Dinowitz, and Milton Landin. 

Simon Sheib (Paul N. Sternbach on the brief) of New York, N.Y., for 
Lanart Associates, Inc., and Arthur S. Romm. 
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Before Hincks and Moore, Circuit Judges, and SmirH, District Judge. 


Moore, Circuit Judge. 

Speedry Products, Inc., plaintiff-appellant (Speedry) appeals from 
an order denying its motion for a preliminary injunction by which it 
sought to enjoin defendants-appellees (collectively referred to as “Dri 
Mark”) from importing, manufacturing and selling a marking device 
known as DRI MARK on the grounds that it infringed the patents on 
Speedry’s device known as MAGIC MARKER and that it “is so similar in 
appearance to the MAGIC MARKER that it will deceive the public into 
thinking that it comes from the same source as the MAGIC MARKER.” Upon 
argument of the motion Speedry for purposes of the preliminary injunction 
relied only upon its claim of unfair competition. The court, after com- 
paring the two markers, found that because of readily recognizable dif- 
ferences “The likelihood of confusion as to source is, to say the least, 
extremely doubtful’; that to grant the injunction requested could secure 
for Speedry the most important part of the relief that it could receive 
after trial; and that there was no showing of irreparable damage.* 

The amended complaint contained three causes of action: (1) patent 
infringement; (2) trademark infringement; and (3) unfair competition 
in that defendants’ use of DRI MARK (an alleged copy of MAGIC MARKER), 
its style, dress, container and packaging were “all so similar to the MAGIC 
MARKER as to mislead the public into believing that the prI MARK and the 
MAGIC MARKER are produced from the same source,” and that the public 
would purchase DRI MARK in the erroneous belief that it was the MaGIc 
MARKER.” 

This allegation constitutes a good cause of action in the field of unfair 
competition known as “palming off” or “passing off.” Traditionally this 
type of action has required proof that a fraud is being perpetrated, i.e., 
that the defendant is so foisting his product on the market that there is 
resulting confusion or likelihood of confusion as to its source in the mind 
of the buying public (1 Callmann, Unfair Competition and Trademarks 
(See. Ed. 1950) (p. 40)). 

In order to succeed in its application for a preliminary injunction 
Speedry must show at least a reasonable probability of success in its main 
action, Chas. D. Briddell, Inc. v. Alglobe Trading Corp., 2 Cir., 1951, 194 
F.2d 416, 92 USPQ 100 (42 TMR 207), and that irreparable damage would 
result from a denial of the motion, Joshua Meier Company v. Albany 
Novelty Mfg. Co., 2 Cir., 1956, 236 F.2d 144, 111 USPQ 197 (47 TMR 181). 
Although in advance of the trial no final conclusions can be stated as to 
the facts, nevertheless an initial survey must be made in order to deter- 
mine whether Speedry is entitled to preliminary relief. “The critical 
question of fact at the outset always is whether the public is moved in 


* A previous motion for a preliminary injunction had been denied with leave to 
renew. Dimock, D. J., Dec. 5, 1958. 
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any degree to buy the article because of its source and what are the features 
by which it distinguishes that source” (Briddell, supra, p. 419, 92 USPQ 
at 102, 42 TMR 207). 

The competing products are hand ink marking devices consisting ba- 
sically of small glass bottles containing various colored inks which pass by 
capillary action to felt nibs in a small tube protruding from the bottle 
and thence to the desired writing or marking surface. The color of the 
ink can be identified by a matching colored cap located over the nib. Both 
products, plaintiff’s MAGIC MARKER and defendants’ DRI MARK, are gen- 
erally similar as to size and shape. The size and shape of any hand marking 
device is necessarily limited. It must be small enough to be held in the 
hand; yet be large enough to contain a sufficient quantity of the marking 
fluid and be tapered enough to enable the writing point or wick to be 
comparatively sharp. 

The scope of potential size and shape of a marking device is definitely 
limited by its function and is somewhat analogous to that of the fountain 
pen. It can scarcely be argued that the first producer of a fountain pen 
would have been entitled to a perpetual monopoly via the unfair com- 
petition route of its size and shape. Although use of such generic terms 
as “functional” and “non-functional” is likely to lead to over-simplifica- 
tion and arbitrary classification, size and shape of an article of the type 
of these marking devices are highly functional. The mere copying of 
functional features, absent some fraudulent factor, is not unlawful. A 
contrary holding would be an unwarranted extension of patent and copy- 
right protection. 

Speedry argues that the “New York courts have held that the law of 
unfair competition no longer requires that plaintiff establish a secondary 
meaning for its product or business” citing Santa’s Workshop v. Sterling, 
282 App. Div. 328, 98 USPQ 463 (3rd Dept. 1953), Avon Periodicals v. 
Ziff-Davis Pub. Co., 282 App. Div. 200, 98 USPQ 38 (48 TMR 1157) 
(1st Dept. 1953), and Oneida Ltd. v. National Silver Company, 25 N.Y. 
Supp.2d 271, 48 USPQ 33 (31 TMR 64) (Sup. Ct. Madison Co. 1940). 
Several recent federal cases are also said to support this proposition. Thus 
Speedry, in effect, represents that a cardinal principle of unfair com- 
petition, i.e., secondary meaning, has been completely discarded and repu- 
diated as a requisite factor. Analysis of the cases does not justify this 
conclusion. 

In Mastercrafters C. & R. Co. v. Vacheron & Const.-Le C. W., 2 Cir., 
1955, 221 F.2d 464, 105 USPQ 160 (45 TMR 702), it was the identity of 
appearance of the clocks which rendered the conduct actionable. In Noma 
Lites v. Lawn Spray, 2 Cir., 1955, 222 F.2d 716, 105 USPQ 388 (45 TMR 
976), the advertising and packaging of the products were so similar “as 
to entitle the plaintiff under state law to protection even without a pre- 
liminary showing of secondary meaning.” But even there the court did not 
repudiate this factor, saying “The time period necessary for a product to 
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acquire a secondary meaning may be quite short (p. 717, 105 USPQ at 
388) and expressed no opinion “as to whether on the actual trial such 
secondary meaning can or cannot be shown.” Likelihood of deception was 
the basis of the decisions in Fancee Free Mfg. Co. v. Fancy Free Fashions, 
148 F.Supp. 825, 112 USPQ 359 (47 TMR 610) (S.D.N.Y. 1957), and 
Gaylord Products v. Golding Wave Clip Co., 161 F.Supp. 746, 118 USPQ 
148 (48 TMR 1202) (W.D.N.Y. 1958). 

Assuming the applicability of the New York law (Maternally Yours 
v. Your Maternity Shop, 2 Cir., 1956, 234 F.2d 538, 110 USPQ 462, 46 
TMR 1509), an analysis of the New York cases does not bring forth the 
conclusion Speedry urges. Santa’s Workshop v. Sterling, supra, first came 
before the Appellate Division on an appeal from an order denying a motion 
to dismiss the complaint for failure to state facts sufficient to constitute 
a cause of action. As clearly disclosed in the per curiam opinion, there 
was a sufficient unfair competition allegation in the complaint. However, 
from a single sentence in this brief per curiam, quite unnecessary to the 
decision, stem the arguments made subsequently that the law of unfair 
competition has been radically changed in New York State. The two cases 
cited in support of the statement were International News Service v. Asso- 
ciated Press, 248 U.S. 215, 235, 237 (9 TMR 15), and Hanover Milling Co. 
v. Metcalf, 240 U.S. 403 (6 TMR 149). The International News case: rose 
out of a unique set of facts dealing with two large organizations engaged 
as competitors in the gathering, distribution and publication of news in 
newspapers throughout the United States. Because of the complexity of 
the facts the case is sui generis. Even there the decision was based largely 
upon fraud, the court finding that “Besides the misappropriation, there 
are elements of imitation, of false pretense, in defendant’s practices” (p. 
242). In the Hanover Milling case the misappropriation of words was even 
more flagrant, both parties using TEA ROSE as a brand of flour. There the 
court found that “the tendency of the similarity of the brand and accom- 
panying design, and of the make-up of the packages, to mislead ultimate 
consumers is so evident, that it seems to us a case of unfair competition 
is made out” (pp. 423-424). 

On appeal from a judgment in the plaintiff’s favor in Santa’s Work- 
shop v. Sterling, 2 App.Div.2d 262, 111 USPQ 120 (46 TMR 1356) (3rd 
Dept. 1956), the court affirmed but reduced the judgment, one judge 
dissenting and voting to dismiss. The facts showed such an obvious theft 
of the plaintiff’s business ideas, physical layout and advertising that the 
fraudulent nature of the defendant’s competition was most apparent. Here 
most probably was a good example of the creation of a “secondary meaning” 
within a short time—the possibility which this court pointed out in Noma 
Lites v. Lawn Spray, supra. The plaintiff in Santa’s Workshop, in July 
1949, had set up a public entertainment and sales facility on one of the 
Adirondack Mountains which he called saNTa’s woRK SHOP. He established 
a village, centering around Santa, his home, his workshop, St. Nick’s 
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Chapel, and his friendly animals. The enterprise was extensively adver- 
tised and from the outset became highly successful. The defendant, also 
in the Adirondack region, almost immediately thereafter (1950) changed 
his advertising to “See Santa’s Friendly Animals” and by road signs in- 
dicated that here, too, Santa Claus had an abode. Since one of the main 
automobile roads passed one of the defendant’s places of business en route 
to the plaintiff’s, needless to say, the defendant definitely played upon and 
capitalized upon the plaintiff’s unique village and his advertising thereof. 
Because of these factors and the proximity of the two competing places of 
business, there would be good reason for a court of equity to restrain the 
defendant’s conduct and little difficulty in holding that plaintiff’s estab- 
lishment could almost immediately acquire “secondary meaning” in the 
minds of the public traveling in that area. The decision, therefore, in favor 
of the Plaintiff in that case could easily have been grounded on a finding 
that secondary meaning had been quickly acquired. In any event the 
facts clearly demonstrate the type of predatory business conduct that a 
court of equity will enjoin whether or not there has been a showing of 
secondary meaning. 

Because of failure to recognize the distinctions between the palming 
off cases and the misappropriation cases, both of which categories are 
generally regarded as falling within the field of unfair competition, much 
confusion has crept into the state decisions’ and thence into the federal 
decisions.? It is due to that confusion that courts occasionally have said 
that secondary meaning is not a necessary factor without restricting that 
observation to the misappropriation cases in which recovery seems not to 
depend upon the confusion or deceit of the public. Thus in such of these 
misappropriation cases as did not involve a palming off, there was a 





1. Recovery allowed on theory of palming off without proof of secondary meaning: 
Avon Periodicals v. Ziff-Davis Pub. Co., 122 N.Y.S.2d 92, 98 USPQ 38 (43 TMR 1157); 
Catalina, Inc. v. Ganis, 142 N.Y.8.2d 65, 105 USPQ 507 (45 TMR 1088); Murray v. 
Miller, 142 N.Y.S.2d 857, 105 USPQ 508, modified 164 N.Y.S.2d 257. Cf. Santa’s 
Workshop v. Sterling, 122 N.Y.S8.2d 488, 98 USPQ 463. 

Proof of secondzry meaning required: Mavco, Inc. v. Hampden Sales Association, 
77 N.Y.S.2d 510, 77 USPQ 62 (38 TMR 568) ; Herzman Scarfs v. Baar § Beards, Inc., 
118 N.Y.S.2d 380, 95 USPQ 348 (43 TMR 111); American Merri-Lei Corp. v. Jet Party 
Favors, 123 N.Y.S8.2d 136, 97 USPQ 484 (43 TMR 1055). Cf. Pocket Books, Inc. v. 
Meyers, 292 N.Y.8.2d 48, 54 N.E.2d 26, 60 USPQ 469. 

2. Cases containing holdings or dicta that proof of secondary meaning is not neces- 
sary in product-copying cases: Noma Lites v. Lawn Spray, 2 Cir., 222 F.2d 716, 105 
USPQ 388 (45 TMR 976); Upjohn Company v. Schwartz, 2 Cir., 246 F.2d 254, 261-262, 
114 USPQ 53, 59 (47 TMR 1230) ; Joshua Meier Co. v. Albany Novelty Mfg. Co., 2 Cir., 
236 F.2d 144, 148, 111 USPQ 197, 200 (47 TMR 181); Norwich Pharmacal Co. v. 
Sterling Drugs, Inc., 167 F.Supp. 427, 119 USPQ 126 (49 TMR 53), appeal pending; 
Flint v. Oleet Jewelry Manufacturing Co., 133 F.Supp. 459, 106 USPQ 69 (45 TMR 
1178). 

= taking the position that proof of secondary meaning is necessary in product- 
copying cases: Chas. D. Briddle, Inc, vy. Alglobe Trading Corp., 2 Cir., 194 F.2d 416, 
92 USPQ 100 (42 TMR 207); Mastercrafters Clock § Radio Co. v. Vacheron & 
Constantin-Le Coultre Watches, 2 Cir., 221 F.2d 464, 105 USPQ 160 (45 TMR 702); 
American Safety Table Co. v. Schrieber, 2 Cir., 269 F.2d 266, 122 USPQ 29; Kramer 
Jewelry Creations v. Capri Jewelry, 143 F.Supp. 120, 111 USPQ 151 (46 TMR 1522). 
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certain logic in saying that proof of a secondary meaning for a plaintiff’s 
service or product is not essential for recovery. 

Guided by these principles the facts do not meet the standards nec- 
essary to support a preliminary injunction. An examination of the two 
markers shows that there is no such likelihood of confusion either as to 
source or as to the product as to justify preliminary relief. The coloring 
on the DRI MARK cover is quite distinct from the MAGIC MARKER; the front 
of the MAGIC MARKER is predominantly red with some black and white; 
the front of DRI MARK is predominantly white with some red. While the 
back of both markers is basically red lettering on a white background, 
there are marked differences between them; the lettering on DRI MARK is 
about half the size as on the MAGIC MARKER and some of the lettering of 
the MAGIC MARKER is in white contrasted against three wide red strips 
whereas the DRI MARK is solid white with the red letters. The lettering 
itself is substantially different. The trade names are prominently dis- 
played on each. The words and their arrangement on the covers are quite 
distinct. Although both use the colored caps to identify the color of the 
ink in the bottle (MAGIC MARKER has 9, DRI MARK has 12) Speedry’s is 
long, narrow and made of metal, while “Dri Mark’s” is wider, stubbier 
and made of plastic. The packaging is entirely different. The Maaic 
MARKER is placed in a cardboard container, twelve to a box, separated by 
an egg-type spacer. DRI MARK is placed in an individual container and 
six of these are then shipped in a packing carton. The wide price dif- 
ferential is also a significant factor. It is true that the proof indicates 
that a Speedry marker was sent to Japan for the purpose of having a 
similar marker made and produced there for sale in the United States. 
Production under different labor and living standards may well account 
for the wide price differential. However, it is not for the courts to pass 
upon the economic or public policy considerations of the situation but 
only upon the unfair competition aspects. 

In addition, on an entirely separate ground the order below must be 
affirmed. Speedry failed to show that irreparable harm would result should 
the preliminary injunction be denied. 

The order appealed from is affirmed. 
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THE NORWICH PHARMACAL COMPANY v. STERLING DRUG, INC. 
No. 290—C. A. 2—November 9, 1959 — 123 USPQ 372 


7.212—REMEDIES—UNFAIR COMPETITION—BASIS OF RELIEF—DRESS 
OF GOODS 
The court found that defendant’s product for a stomach assuagement sold 
under the mark PEPSAMAR was bottled and labeled dissimilar from plaintiff’s product 
for minor stomach disorders sold under the mark PEPTO-BISMOL, The court held 
plaintiff was not entitled to relief because of the alleged copying of “pink” for 
the color of defendant’s liquid medicine. 
7.211—REMEDIES—UNFAIR COMPETITION—BASIS OF RELIEF—IN GENERAL 
Proof of secondary meaning is not always a prerequisite to securing relief. The 
courts have occasionally granted such relief without proof of secondary meaning in 
cases involving actual deception or appropriation of another property. However, 
cases involving protection are limited to the prevention of likelihood of confusion 
where proof of secondary meaning is necessary. The court held in these cases the 
defendant can rebut the effect of secondary meaning by proving confusion not 
likely. 
7.27—REMEDIES—UNFAIR COMPETITION—SURVEYS 
The court held plaintiff’s public opinion survey indicated no more than the 
popularity of plaintiff’s product PEPTO-BISMOL and was ineffectual in proving 
secondary meaning. 
8.5—COURTS—EVIDENCE 
In an action based on unfair competition the appellate court held (footnote 5) 
that it was virtuelly in the same position as the trial judge to evaluate documentary 
evidence. 


Action by The Norwich Pharmacal Company v. Sterling Drug, Inc., 
for unfair competition. Defendant appeals from District Court for North- 
ern District of New York from judgment for plaintiff. Reversed. 

Case below reported at 49 TMR 53. 


John T. Cahill, of New York, N.Y. (Cahill, Gordon, Reindel & Ohl, James 
A. Fowler, Jr., David Rasch, and Raymond L. Falls, Jr., of New 
York, N.Y., and Kernan & Kernan and James 8S. Kernan, Jr., of Utica, 
New York, on the brief) for appellant. 

Lewis C. Ryan, of Syracuse, New York (Hancock, Dorr, Ryan & Shove, 
Philip T. Seymour, Paul R. Dohl, and Charles W. Shorter, of Syra- 
euse, New York, and George A. Elber, of New York, N.Y., on the 
brief) for appellee. 


Before Swan, Hincks, and Moore, Circuit Judges. 


Moorg, Circuit Judge. 

Plaintiff, a New York corporation, and defendant, a Delaware cor- 
poration, both engage in the manufacture of drugs and pharmaceutical 
products. For several years, plaintiff has marketed a pink liquid prepa- 
ration, PEPTO-BISMOL, designed to remedy minor stomach disorders. With 
the aid of extensive advertising, the sales of PEPTO-BISMOL have steadily 
increased ; by 1955 plaintiff’s product was nationally recognized and was 
undoubtedly the leader in the field of stomach assuagement. Defendant 





350 THE TRADEMARK REPORTER Vol. 50 T. M.R. 


in 1955 introduced a comparable proprietary medicine, PEPSAMAR, which 
was virtually identical to PEPTO-BISMOL as regards chemistry, color and 
flavor but dissimilar as regards container and label. The evidence indicates 
that defendant’s decision to manufacture PEPSAMAR was prompted in part 
by retaliatory as well as competitive motives,’ that defendant previously 
investigated plaintiff’s sales and advertising techniques, and that the pink 
color was emphasized in the advertising of PEPSAMAR. 

Upon the theory that secondary meaning is no longer required in 
New York® to sustain a finding of unfair competition and the fact that 
pink is a non-functional attribute of plaintiff’s product which defendant 
intentionally copied, the court below* permanently enjoined defendant 
from simulating the pink color of PEPTO-BISMOL in its product PEPSAMAR 
and manufacturing and selling such a product. This injunctive direction 
was immediately qualified by a proviso that it should not apply so long 
as the pink PEPSAMAR was sold in blue bottles or bottles of any other color 
which would “effectively conceal the pink color of the PEPSAMAR contained 
therein.” Defendant was also enjoined “from describing its PEPSAMAR as 
pink in color, by words or illustrations, in any advertising of PEPSAMAR or 
any promotional material * * *.”’» From this judgment defendant appeals. 

Distaste for sharp or unethical business practices has often caused the 
courts to lose sight of the fundamental consideration in the law of unfair 
competition—protection of the public.’ Added to this standard is a devel- 
oping body of law which pertains only to business conduct, namely, that 
a court of equity will restrain such practices as constitute palming off, 
actual deception or appropriation of another’s property. Viewed against 
this background, misunderstanding as to the essential elements of an unfair 
competition cause of action may well be dissipated. 

Consumer protection has been limited to the prevention of confusion, 
i.e., the customer should not mistake defendant’s article for that of plaintiff 
or believe that it derives from the same source as plaintiff’s goods. It is 
in such context that secondary meaning inheres, and when this special 
significance attaches in the public mind to the non-functional attributes 
of its wares, a plaintiff need further establish merely the likelihood of 
confusion—or a defendant may rebut the effect of secondary meaning by 

1. Defendant’s President expressed his pique at the fact that plaintiff sold its 
aspirin at a price lower than that of defendant’s aspirin, and informed the rival Presi- 
dent that defendant would respond by marketing a pink upset stomach medicine. He 
added that defendant would refrain from using a triangular bottle (a distinctive feature 
of PEPTO-BISMOL) for its new product only because counsel so advised. 

2. As this is purely a diversity suit and as the parties maintain their principal 
places of business in New York, it is fair to assume that New York law applies, despite 
the multi-state ramifications of unfair competition. Maternally Yours, Inc. v. Your 
Maternity Shop, 2 Cir., 1956, 234 F.2d 538, 540, 110 USPQ 462, 463 (46 TMR 1509) ; 
rho Safety Table Co., Inc. v. Schreiber § Goldberg, 2 Cir., June 22, 1959, 122 
wai ~ Judge Brennan’s opinion, portions of which are included herein, is reported at 
167 F.Supp. 427, 119 USPQ 126 (49 TMR 53). 

3. See Judge Frank’s discussion of the economic matrix from which the law of 


unfair competition has developed, Standard Brands, Inc. v. Smidler, 2 Cir., 1945, 151 
F.2d 34, 37, 66 USPQ 337, 340 (35 TMR 277) (concurring opinion). 
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proving that confusion is unlikely. Restatement of Torts, Sec. 741 (1938) ; 
Lucien Lelong, Inc. v. Lander Co., 2 Cir., 1947, 164 F.2d 395, 75 USPQ 
302 (38 TMR 57). 

In eases where the New York courts have occasionally granted relief 
without proof of secondary meaning, one of the aforementioned predatory 
practices was established; In Santa’s Workshop, Inc. v. Joseph Sterling, 
488 2 App.Div.2d 262 (3d Dept. 1956), 153 N.Y.S.2d 839, 111 USPQ 120 
(46 TMR 1356) it was palming off; in Oneida, Ltd. v. National Silver Co., 
25 N.Y.S.2d 271, 48 USPQ 33 (31 TMR 64) (Sup. Ct. Madison Co. 1940) 
and Avon Periodicals v. Ziff-Davis Publishing Co., 282 App.Div. 200, 98 
USPQ 38 (48 TMR 1157) (1st Dept. 1953) it was actual deception; in 
Dior v. Milton, 9 Mise.2d 425, 110 USPQ 563 (47 TMR 35) (Sup. Ct. 
N. Y. Co. 1956), aff’d 2 App.Div.2d 878, 113 USPQ 210 (1st Dept. 1956), 
and Metropolitan Opera v. Wagner-Nichols Record Corp., 199 Mise. 786, 
87 USPQ 173 (40 TMR 1072) (Sup. Ct. N. Y. Co. 1950), aff’d 279 App. 
Div. 632 (lst Dept. 1951), it was violation of plaintiff’s property rights.‘ 
The federal decisions fall into the same pattern: Artype, Incorporated v. 
Zappulla, 2 Cir., 1956, 228 F.2d 695, 108 USPQ 51 (46 TMR 421), and 
Flint v. Oleet Jewelry Manufacturing Co., 8.D.N.Y., 1955, 133 F.Supp. 459, 
106 USPQ 69 (45 TMR 1178) (actual deception) ; Upjohn Company v. 
Schwartz, 2 Cir., 1957, 246 F.2d 254, 114 USPQ 53 (47 TMR 1230) 
(palming off) ; International News Service v. Associated Press, 248 US. 
215 (9 TMR 15) (1918) (Appropriation of property rights). Hence, the 
first comer may prevail if he proves secondary meaning plus likelihood of 
confusion on the one hand or that the second comer has indulged in one 
of the proscribed practices which equity will enjoin, on the other. The 
facts here neatly illustrate application of this rule. 

Plaintiff, while correctly asserting that proof of secondary meaning is 
not always a prerequisite to securing relief, must fit its case into one of 
the remaining categories. This it fails to do. There is no evidence of an 
attempt or intent to pass off PEPSAMAR aS PEPTO-BISMOL or to divert plain- 
tiff’s customers by means of deception. Defendant’s finished product is 
quite dissimilar from that of plaintiff, not only in most of the details, 
e.g., shape of the bottle, color of the label and appearance of the cap, but 
also in the overall effect upon the observer.® To the prospective purchaser 
the names on both bottles are in type large enough to be distinguished at 
a reading distance of over twenty feet. The label covers most of the bottle. 
PEPTO-BISMOL’s label is yellow with large red letters; PEPSAMAR’S is white 
with even larger blue letters. Indeed, it stretches credulity to imagine a 
purchaser confusing these disparate articles. Moreover, the essential dis- 
tinction in this area of the law, overlooked by the court below, is the 
difference between a deliberate attempt to deceive and a deliberate attempt 





4. See Note, 70 Harv. L. Rev. 1117 (1957). 

5. An appellate court is in virtually the same position as the trial judge to evaluate 
documentary evidence. Upjohn Company v. Schwartz, 2 Cir., 1957, 246 F.2d 254, 114 
USPQ 53 (47 TMR 1230). 
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to compete. Absent confusion, imitation of certain successful features in 
another’s product is not unlawful and to that extent a “free ride” is 
permitted. Charles D. Briddel, Inc. v. Alglobe Trading Corporation, 2 Cir., 
1952, 194 F.2d 416, 92 USPQ 100 (42 TMR 207). 

Similarly, there is here no violation of plaintiff’s property rights,° 
notwithstanding the fact that defendant investigated and presumably util- 
ized some of the PEPTO-BISMOL marketing techniques. Such skills cannot 
be cornered; the competitor must only refrain from using them in such 
a way that the public is misled. To say that it is unethical for defendant 
to emphasize pink in its advertising merely begs the question, viz., can 
the color pink be monopolized in connection with an upset stomach remedy ? 
That a color may become someone’s exclusive property as a perpetual 
monopoly in connection with a specific product has been rejected by the 
courts throughout the years (Upjohn Company v. Schwartz, supra, note 
5; Campbell Soup Co. v. Armour & Company, 3 Cir., 1949, 175 F.2d 795, 
81 USPQ 430 (39 TMR 666), cert. den., 338 U.S. 847, 83 USPQ 543 (1949) ; 
Doeskin Products, Inc. v. Levinson, 8.D.N.Y., 1955, 182 F.Supp. 180, 105 
USPQ 329 (45 TMR 820) ; Radio Corporation of America v. Decca Records, 
Inc., 8.D.N.Y., 1945, 51 F.Supp. 493, 58 USPQ 531 (33 TMR 404); 3 
Callmann, Unfair Competition and Trademarks, p. 1105 (2nd Ed. 1950)). 

Despite the fact that the trial court found “that the pink color has 
no functional value as the word is commonly used and understood,” this 
conclusory finding rests upon too narrow a foundation. The function of 
a remedy “For Upset Stomach” is to quiet the upset. Hence, although 
the court found “that the pink color and the ingredients producing same 
have no healing value in themselves,” yet it recognized that the pink color 
was “designed to present a pleasing appearance to the customer and to the 
sufferer.” From the court’s premise that “a disordered stomach will accept 
that which is pleasing and reject that which is repulsive,” a finding of 
functional value might well be made because a rejected stomach medicine 
scarcely has a fair opportunity to fulfill its function. See Columbus Plastic 
Products v. Rona Plastic Corp., S.D.N.Y., 1953, 111 F.Supp. 623, 97 
USPQ 225.7 The court was undoubtedly influenced by defendant’s inten- 
tional copying of plaintiff’s pink color, but, as pointed out, this factor 
alone cannot be determinative. 

While not relying on it, the trial court apparently found that sec- 
ondary meaning had been established.* But the only proof offered by 


6. Although still expanding, this category has been limited to instances of inter- 
ference with confidential or contractual relations. See Judge Palmieri’s thorough analysis 
of the misappropriation cases, Continental Casualty Co. v. Beardsley, S.D.N.Y., 1957, 
151 F.Supp. 28, 43-45, 113 USPQ 181, 192-194 (47 TMR 511); aff’d 253 F.2d 702, 
117 USPQ 1 (48 TMR 871) ; cert. den., 358 U.S. 816, 119 USPQ 501. 

7. It is not necessary, however, to decide whether the pink color, because of its 
purported psycho-somatic effect, has a therapeutic value in upset stomach medicines. 
Cf., the broad definition of “functional” in the Restatement of Torts, Sec. 742 (1938). 
The medicinal ingredients, of course, are functional. 

. The theory advanced here is not that any pink liquid means PEPTO-BISMOL to 
the public (and thus we are spared the bizarre picture of a sufferer consuming hand 
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plaintiff to support this finding was its public-opinion survey, the results 
of which indicate no more than the popularity of PEPTO-BISMOL.? From the 
above analysis, it follows that where the plaintiff relies on this category, 
it must prove the existence of secondary meaning, and any notion that 
mere proof of deliberate copying without more shifts the burden to the 
defendant constitutes a misreading of Mastercrafters Clock & Radio Co. 
v. Vacheron & Constatin Le Coultre Watches, Inc., 2 Cir., 1955, 221 F.2d 
464, 105 USPQ 160 (45 TMR 702), cert. den. 350 U.S. 832, 107 USPQ 362. 
In that case there was abundant evidence of actual confusion, palming 
off and an intent to deceive. Judge Frank stated that the burden was 
on defendant to prove that the intended deception had not been consum- 
mated.’?® Standing as it does on the conceded part-imitation and the inef- 
fectual survey, plaintiff has failed to discharge its burden of proof and 
the judgment must be reversed. Crescent Tool Co. v. Kilborn & Bishop Co., 
2 Cir., 1917, 247 F. 297, 300 (8 TMR 177). 

Although the trial court referred to similarities of ingredients, of 
slogans, i.e., “For Upset Stomach,” the use of “Pep” in the name,” and 
the breaking of the respective names into two lines, nevertheless none of 
these similarities was subjected to injunction or change. Properly so 
because no monopoly attached to attributes as functionally descriptive 
slogans. The names are recognizably different and “Pep” appears as an 
apocopate form of “peptic,” pertaining to digestion, and used to describe 
many remedies. Limitation of the injunction to the suppression not of the 
pink colored medicine but only of the color which the purchasing public 
might see through a clear glass bottle is indicative that the court felt that 
plaintiff had preempted unto itself exclusively and forever this appear- 
ance of a pink color for a stomach medicine. As pointed out in James 
Heddon’s Sons v. Millsite Steel & Wire Works, E. D. Mich., 1940, 35 
F.Supp. 169, 174, 47 USPQ 106, 111 (30 TMR 649), “[t]here are only 
seven primary colors. These colors have been used ever since man first 
noticed the rainbow.” 

Reversed. 


lotion in order to molify his stomach), but rather that pink upset stomach medicine 
is connotative of plaintiff’s product. 

9. For criticism of a comparable survey, see American Luggage Works, Inc. v. 
United States Trunk Co., Inc., D. Mass., 1957, 158 F.Supp. 50, 116 USPQ 188 (48 
TMR 579); aff’d 259 F.2d 69, 118 USPQ 424. Proof of secondary meaning has tra- 
ditionally entailed fairly rigorous evidentiary requirements. The term or characteristic 
must have “been used in such a manner, over such a period of time, and to such an 
extent that the purchasing public associates” it with the goods of a particular source. 
Automatic Washer Co. v. Easy Washing Machine Corp., N.D.N.Y., 1951, 98 F.Supp. 
445, 450, 89 USPQ 524, 528 (41 TMR 689). It is therefore worth noting that evidence 
was introduced to show the existence, past or present, of at least 33 other pink upset 
stomach remedies. Assuming, as contended, that these products have enjoyed limited 
commercial success, they at least serve to demonstrate plaintiff’s heavy burden in proving 
the exclusive public association of pink and PEPTO-BISMOL. 

10. See My-T-Fine Corp. v. Samuels, 2 Cir., 1934, 69 F.2d 76, 21 USPQ 94 (24 
TMR 141). 

11. PEPSAMAR had been a registered trademark belonging to defendant but for 
a somewhat different product. 
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LEVI STRAUSS AND COMPANY v. LONGLEY et al. 
No. 13805—C. A. 6— December 19, 1959-— 124 USPQ 1 


7.113—REMEDIES—INFRINGEMENT—BASIS OF RELIEF—CONFUSING 
SIMILARITY 
Levi Strauss brought action claiming infringement of its registered trademark 
for an “arcuate” design stitched on the back pockets of western style overalls and 
jeans against user of a mark similar in general appearance. The Court held stand- 
ing alone the marks might be sufficient to deceive the unwary purchaser, but when 
viewed in their entirety, the marked contrast between the overalls of the parties 
whereon the designs were stitched was not likely to cause confusion. Dismissal of 
complaint was affirmed. 
7,225—REMEDIES—UNFAIR COMPETITION—SCOPE OF RELIEF—INJUNCTION 
The Court found that purchasers would not be deceived into confusing the 
goods of the parties and held plaintiff was not entitled to an injunction. The fact 
that defendant, prior to the action, had discontinued the use of an alleged infring- 
ing design had no bearing on the Court’s decision because an injunction can issue 
despite discontinued use of an infringing mark or unfairly competitive symbol. 


Action by Levi Strauss and Company v. Fuller Longley, J. P. Browder, 
Jr., et al. for trademark infringement. Plaintiff appeals from judgment of 
District Court for Eastern District of Tennessee dismissing complaint. 
Affirmed. 


Gordon Wood, of San Francisco, California (Boyken, Mohler & Wood, of 


San Francisco, California, and Albert L. Hodge and Chambliss, Cham- 
bliss & Wood, of Chattanooga, Tennessee, on the brief) for appellant. 

Paul Campbell, Sr. (Campbell & Campbell on the brief) of Chattanooga, 
Tennessee, for appellees. 


Before MARTIN, MILLER, and CEcIL, Circuit Judges. 


PER CURIAM. 

This case has been duly considered on the oral arguments and briefs 
of the attorneys and upon the record in the ease. The action, brought by 
Levi Strauss and Company, was for infringement of its registered trade- 
mark, stitched on the back pockets of western style overalls and jeans. The 
trademark has been termed an “arcuate” design. 

The trial court described the trademark of appellant as consisting of 
two equal ares, lying substantially horizontally across the rear pocket. The 
mark used by defendants, now appellees, is in general appearance similar 
to that of appellant, but differs in that it drops in the center to the bottom 
of the pocket. Standing alone, the similarity of the marks might be suf- 
ficient to deceive the unwary purchaser, although no instance of deception 
was shown in evidence. See Hemmeter Cigar Company v. Congress Cigar 
Company, 118 F.2d 64, 70, 49 USPQ 122, 126-127 (31 TMR 182) (C. A. 6). 
But all factors should be considered and, when overalls manufactured and 
sold by the respective parties are viewed in entirety, there appears to be 
no likelihood of reasonable confusion between the garments. Mishawaka 
Rubber, etc. Co. v. Kresge Company, 119 F.2d 316, 49 USPQ 419 (32 TMR 
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42) (C. A. 6); Yale Electric Corporation v. Robertson, 26 F.2d 972 (18 
TMR 321) (C. A. 2). Actual confusion is an important factor in unfair 
competition cases. Alexander Young Distilling Company v. National Dis- 
tillers Products Corporation, 40 F. Supp. 748, 51 USPQ 41 (31 TMR 389) 
(E. D. Pa.), affirmed 127 F.2d 727, 53 USPQ 686 (C. A. 3). The district 
court opinion was written by Judge Kalodner, who has since become a 
member of the Third Circuit Court of Appeals. 

The exhibits disclose that appellant had on the buttons of its garment 
the word LEvi and, on the waistband, a large leather patch displaying the 
words, “Levi Strauss & Co.”, with the company’s address and a two-horse 
brand. Appellant also sewed into the left seam of the pocket a small red 
tab, bearing the word LEvi and bearing also the letter “R”. The word LEv1 
was imprinted in large letters above the right rear pocket of the pants. 

Marked contrast in the distinguishing marks upon appellees’ overalls 
is shown by the exhibits. The figure of a spitting tom cat was placed on 
the buttons of appellees’ garments; and sewn into the center of the rear 
waistband was a spitting tom eat in circular design. A large leather patch, 
showing the figure of a spitting tom cat, was sewn to the right rear of the 
waistband, with accompanying words showing the garment to be the prod- 
uct of the Tom Cat Overall Company, Chattanooga, Tennessee. A placard, 
showing a sizeable spitting tom cat with arched back, with the name of 
the manufacturer underneath, was placed on the pants pocket. 

Thus, comparison of the exhibits does not reveal that an unwary pur- 
chaser would be deceived into confusing the goods of appellant with those 
of appellees. Accordingly, the suit should be dismissed. 

It might be added that, prior to the institution of this action, appellees 
had discontinued the manufacture of jeans bearing the questioned arcuate 
design. There is no indication in the record that appellees will ever resume 
its use; and, while an injunction is often issued despite discontinued use 
of an infringing mark or unfairly competitive symbol, no such injunction 
would be appropriate here for the reasons which have been indicated. 

The judgment of the district court is affirmed. 





THE TRADEMARK REPORTER Vol. 50 T. M.R. 


HOLLYWOOD SHOE POLISH, INC. v. BOYLE-MIDWAY INC. 


N. Y. Sup. Ct., Spec. Term, N. Y. Co. — April 7, 1960 — 
N. Y. Law Journal, Apri! 7, 1960 
7,.212—REMEDIES—UNFAIR COMPETITION—BASIS OF RELIEF—DRESS OF 
GOODS 
Trademark ALLWHITE does not infringe upon trademark SANI-WHITE, both for 
shoe polish. The wrappers of the plaintiff and defendant looked at as a whole 
increases the dissimilarity between the marks. 


Weinberg & Jacobowitz, (Milton E. Jacobowitz and Daniel Weiss, of coun- 
sel) of Far Rockaway, New York, for plaintiff. 

Munn, Liddy & Daniels (Sylvester J. Liddy and Mortimer Altin, of coun- 
sel) of New York, New York, for plaintiff. 


LATHAM, Justice. 

This is an action for unfair competition and infringement of the 
plaintiff’s composite trademark wherein the plaintiff seeks an injunction, 
an accounting and damages. The product involved is white shoe polish, 
which has been manufactured, advertised and sold nationally by both 
parties to this action in large volume and for many years, the plaintiff 
and its predecessor since 1925 and the defendant and its predecessor from 
1919. The parties hereto are competitors along with about fifteen other 
manufacturers and distributors of the same type of product. It is agreed 
that the principal market for white shoe polish is for use for nurses’ and 
children’s shoes. In this case the plaintiff’s complaint is with a new card- 
board wrapper which the defendant adopted to enclose its bottled shoe 
polish commencing in the year 1958 when it improved the whole line of 
GRIFFIN products. The disposition of this case turns on the answer to two 
questions—first would the average casual purchaser in the market place 
be deceived into confusing the defendant’s new wrapper with that used 
by the plaintiff and secondly, does the defendant’s new wrapper infringe 
upon the plaintiff’s trademark filed with the Secretary of State of New 
York on September 17, 1951, consisting of the word SANI-WHITE and a 
design of a baby. The answers to both questions can be readily discussed 
together. 

It requires the recitation of no authorities to state that this plaintiff 
has no exclusive right, as against others, to the use in its advertising or 
displays of a figure either of a baby, a nurse or the word “white” in the 
sale of white shoe polish for use by nurses and on baby shoes. Nor did 
the plaintiff acquire any such right by the mere filing of a trademark 
with the Secretary of State showing a baby. Innumerable products like 
the varieties of baby foods, children’s toys and many others use figures 
and symbols suggesting the market sought to be reached. Of the eighteen 
different shoe polish wrappers other than the plaintiff’s which were marked 
in evidence on the trial, twelve show babies of one kind or another and 
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thirteen show nurses. The defendant has used babies and nurses exten- 
sively in its advertising for many years. 

The plaintiff hangs its legal claim principally on two alleged similari- 
ties, firstly, the baby and, secondly, the type used in the word “white” 
in SANI-WHITE. A glance at the two babies makes clear that not only are 
they not twins, but that they are not even distantly related. One is a 
large colorful picture of a blonde, blue eyed, curly haired baby, on a 
round dark blue background. The other is a black and red ink sketch 
of a full figure of a child lying on its back with its feet in the air and 
playing with a red ball, and it is drawn on the green background of the 
wrapper itself. Both wrappers also show a nurse, but there is as much 
difference here as with the baby. 

The claim that the type in the word “white” is deceptively similar 
to that on the plaintiff's wrapper is not tenable. The plaintiff shows 
“Sani-” on one line and “White” on the next, all in the same size lettering 
and with dark blue shading on the letters. The defendant’s wrapper shows 
ALLWITE all on one line and with the first three letters in capitals with 
the spelling “wite” instead of “white” and on a black background. The 
defendant’s ALLWITE has been in use since 1919 and was registered in the 
United States Patent Office in 1930. 

Looking at the two wrappers as a whole the dissimilarity increases, 
and the court finds that the average purchaser in the market place would 
not be deceived and that the defendant’s wrapper does not infringe upon 
the plaintiff’s registered trademark. It might be noted in passing that in 
the case brought on similar grounds and involving the same product by 
this plaintiff against the Knomark Manufacturing Co., Inc., involving a 
wrapper much more similar to the plaintiff’s than this defendant’s (defen- 
dant’s exhibit F-1) my colleague Mr. Justice Joseph M. Conroy, recently 
dismissed the complaint (N.Y.L.J., March 3, 1960). Settle judgment in 
favor of the defendant. 





THE TRADEMARK REPORTER Vol. 50 T. M. R. 





KILBY STEEL COMPANY v. BUTLER MANUFACTURING COMPANY 


Trademark Trial and Appeal Board — June 25, 1959-—122 USPQ 98 


5.6—CANCELLATION PROCEDURE—PLEADING AND PRACTICE 
The Board dismissed registrant’s request for affirmative relief by way of can- 
cellation of petitioner’s registration for BLUE BONNET because petitioner had not 
pleaded its registered mark as a basis for relief. 
4.2.4—-EF FECT OF REGISTRATION—THE PRINCIPAL REGISTER— 
CANCELLATION RESTRICTIONS 
Petition for cancellation granted. The Board found that although registrant’s 
registration was prima facie evidence of its validity, ownership and exclusive right 
to use the mark in commerce, these presumptions are rebuttable and held the evi- 
dentiary burden of proving invalidity is thus upon the petitioner. Petitioner re- 
butted presumptions by showing that registrant, at the time it filed its application 
and for many years prior thereto was not the exclusive user of the subject matter 
for registration and thus burden shifted to registrant who submitted insufficient 
evidence to discharge its burden. 


Cancellation proceeding No. 6,937 by Kilby Steel Company v. Butler 
Manufacturing Company, Registration No. 629,315, issued June 26, 1956. 
Petition granted. 

See also 47 TMR 125. 


Jennings, Carter & Thompson, of Birmingham, Alabama, for Kilby Steel 
Company. 

Thomas E. Scofield, of Kansas City, Missouri, for Butler Manufacturing 
Company. 

Before BAILEY, WALDSTREICHER, and LEFKOwITz, Members. 


WALDSTREICHER, Member. 

A petition has been filed to cancel registration of the mark reproduced 
below for metal bins and tanks for the storage of grain, and ventilated 
metal tanks for drying of grain and for corn cribs, issued to Butler Manu- 
facturing Company. 

The registration states that “The trademark consists in the blue color- 
ing of the circular top and depending annular flange of a cap which com- 
prises part of the ventilator assembly on the roof of the bin, tank or crib, 
said cap being the uppermost portion of said ventilator assembly and con- 
trasting with the color of the remainder of the structure.” 


é 
Necmcescoscccesen sesensasens 


pre eee eeswees ceases eeuseseees 
/ 





1. Reg. No. 629,315, issued June 26, 1956. 
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Petitioner is Kilby Steel Company which alleges that it is engaged in 
the manufacture and sale of grain bins having a blue ventilator cap. As 
grounds for cancellation, it is asserted that the registered mark does not 
comprise an arbitrary application of color but rather comprises color which 
is associated with the configuration of a functional part of said goods, and 
thus is not a trademark. 

Respondent has served written notice on petitioner charging petitioner 
with infringement of said registration and threatening legal action unless 
petitioner ceases painting the ventilator caps of its grain bins with the 
color blue. 

Respondent has requested affirmative relief by way of cancellation 
of a registration owned by petitioner showing BLUE BONNET for metal grain 
bins? on the ground that that mark so resembles respondent’s previously 
used and registered mark, here in issue, as to be likely to cause confusion 
in trade. It has been finally determined in a prior proceeding between 
these parties that such confusion is unlikely. Furthermore the request is 
not proper under Trademark Rule 2.114(b), since petitioner has not 
pleaded the registered mark BLUE BONNET as a basis for relief. Accordingly, 
the request is dismissed. 

Respondent’s registration is prima facie evidence of the validity of 
the registration, respondent’s ownership of the registered mark, and re- 
spondent’s exclusive right to use the mark in commerce in connection with 
the goods identified in the registration. Such presumptions are rebuttable. 
The evidentiary burden of proving invalidity is thus upon the petitioner, 
who has appropriately raised the issue. 

The record shows that the parties are competitors in the manufacture 
and sale of steel grain storage bins. Since about the fall of 1949, peti- 
tioner has painted the ventilator system of its grain bins the color blue. 
For the period September, 1949 through 1957, sales of petitioner’s grain 
bins having a blue colored ventilator have been valued at approximately 
$15,000,000 to $16,000,000, the bulk of these sales having been made to 
the United States Government. 

In or about March, 1949, respondent commenced the practice of paint- 
ing the ventilator cover on its grain storage bins the color blue, and has, 
since April 25, 1949, sold approximately 100,000 bins having a blue ven- 
tilator cover to governmental agencies, farmers and other non-governmental 
enterprises. 

Respondent filed the application which matured into the registration 
on April 15, 1954. As the record shows, the parties had for more than 
four years prior to that date used concurrently the color blue on the 
ventilator caps of the grain bins. Respondent, at the time it filed its 
application and for years prior thereto, was not the exclusive user of the 


2. Reg. No. 641,619, issued Feb. 26, 1957. 
3. Butler Manufacturing Company v. Kilby Steel Company, 111 USPQ 191 (47 
TMR 125) (Comr., 1956). 
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subject matter of the registration. The prima facie presumptions afforded 
by respondent’s registration have been rebutted. Thus, the burden of 
going forward shifted to respondent, and it was incumbent upon respon- 
dent to show that the subject matter of the registration is, in fact, dis- 
tinctive of only its goods. 

In an effort to show that the purchasing public accepts the blue ven- 
tilator cap as a distinguishing mark for its goods, respondent offered the 
testimony of a number of farm owners, tenant farmers and a seed and 
grain dealer. The testimony, in each instance, was taken at the witness’ 
place of residence. Each of the witnesses owned a grain storage bin of 
respondent’s manufacture or worked on a farm where such a bin was 
located. Apparently some of the witnesses were approached by a dealer 
in respondent’s goods prior to the taking of the testimony. 

In general, these witnesses testified that they associated a blue ven- 
tilator cap with respondent. Some of the witnesses were asked questions 
such as “Have you ever noticed any sort of distinguishing feature of the 
Butler bin by which you could possibly separate it from others, just by 
looking at it?” A question of this nature requires a witness to search his 
mind to give the response called for. Since this question requested an 
answer other than “Butler”, the answer naturally had to be “blue cap” 
or “blue top” since that was the only other marking on the bin. The tes- 
timony fails to show why the witnesses associated the “blue cap” with 
respondent other than the fact that they or their employers owned a 
BUTLER bin. It appears from the record that many of the witnesses first 
became familiar with the “blue cap” after purchase of respondent’s grain 
storage bin, and this is so because the bins are sold unassembled and the 
“blue cap” would not be noticed until after erection of the bin. Thus, 
there was no identification of the “blue cap” with the respondent before 
purchase by these witnesses. Respondent has not offered any evidence of 
promotion or advertising of the “blue cap” or that prospective purchasers 
call for the bin with the blue cap; in fact, there is no evidence that re- 
spondent’s grain storage bin is purchased by any indication other than 
BUTLER. The evidence is insufficient to show that the purchasing public has 
in fact come to accept the blue color on the ventilator cover as a sign of 
origin of respondent’s goods. Respondent has not discharged its burden. 

Although respondent has pleaded laches, no proofs showing an estop- 
pel have been offered, nor is the defense applicable to the circumstances 
of this case. 


DECISION OF THE BOARD 


The petition for cancellation is granted; and Registration No. 629,315 
will be canceled in due course. 





Part Ill 


MASTERCRAFTERS CLOCK & RADIO CO. v. VACHERON & 
CONSTANTIN-LE COULTRE WATCHES, INC., et al. 


D. C., S$. D. N. Y. 5/2/59 — 123 USPQ 381 
7.224—REMEDIES—UNFAIR COMPETITION—SCOPE OF RELIEF—DAMAGES 


In cases involving likelihood of customer confusion, absence palming 
off, deceit or substitution in fact, equities require no more than the award 
of actual damages. 

See also 43 TMR 605, 45 TMR 702. 


BUTY WAVE PRODUCTS CO. v. SHAFFER 
Tm. Bd. 3/6/59 — 120 USPQ 496 
2.91—REGISTRABILITY—CONFUSING SIMILARITY—CLASS OF GOODS 


FAIRY PRINCESS (Applicant) for children’s cosmetics, namely, bubble bath, 
cologne and hand lotion. 


FAIRY PRINCESS (Opposer) for toilet preparation particularly for hair 


waving. 


Opposition dismissed. The Board found that opposer’s cold wave solu- 
tion sold to beauty parlors was for professional use only whereas appli- 
cant’s line of children’s cosmetics was sold at leading department stores 
for over-the-counter distribution and held under the circumstances use 
of the same mark FAIRY PRINCESS was not likely to cause confusion. 


IN RE WEBCOR, INC. 
Tm. Bd. 6/25/59 — 122 USPQ 97 
2.1—REGISTRABILITY—IN GENERAL 


Registration denied. The Board found that the specimens filed with 
application comprised photoprints of a drawing, a portion of the con- 
tainers of the goods and photographs of a panel of a truck in which 
Applicant’s goods were delivered and held the photoprints were not evi- 
dence of a trademark use, and the use of a mark only on the panel of a 
truck was merely advertising. 


2.91—REGISTRABILITY—CONFUSING SIMILARITY—CLASS OF GOODS 


The Board held the representative of a fairy as a mark for high 
fidelity phonographs, tape recorders and disk-changers was likely to be 
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confused with the prior registration of a representation of a fairy for 
grooved phonograph records. 


IN RE RESTONIC CORPORATION 
Tm. Bd. 6/25/59 — 122 USPQ 100 
2.91—REGISTRABILITY—CONFUSING SIMILARITY—CLASS OF GOODS 


Registration denied. The Board held composite mark consisting of 
the words CONTOUR CONTROL for mattresses and box springs was likely to 
be confused with the prior registered mark CONTOUR CHAIR-LOUNGE and 
coNTourR for chairs. The Board considered the fact that the products 
involved were infrequently purchased and the time intervals would prob- 
ably effect the uncertainty of the memory of purchasers. 


HALLMARK CARDS, INCORPORATED v. HALLMARK NEEDLECRAFTS, INC. 
Tm. Bd. 6/25/59 — 122 USPQ 101 
2.91—REGISTRABILITY—CONFUSING SIMILARITY—CLASS OF GOODS 


Opposition dismissed. The Board held that HALLMARK NEEDLECRAFTS 
and design for kits containing material and supplies for making em- 
broidered bedspreads was not likely to be confused with HALLMARK and 
crown design for greeting cards because of the vast differences between 
the goods. 


BORG-WARNER CORPORATION v. REFLECTO-BARRIER SALES CO., INC. 
Tm. Bd. 6/25/59 — 122 USPQ 103 
2.92—REGISTRABILITY—CONFUSING SIMILARITY—DOMINANT FEATURES 


REFLECTO-BARRIER (Applicant) for a plastic film sold in roll form and 
intended to be placed in the shells of buildings. 


REFLECTAL (Opposer) for aluminum foil insulation, wire fabric screening 
and prefabricated roofing, also as salient feature of corporate name of 
wholly owned subsidiary. 


Opposition sustained. The Board held that registration of REFLECTO- 
BARRIER to applicant with the statutory presumptions flowing therefrom, 
would be inconsistent with opposer’s rights to and interest in REFLECTAL, 
particularly since the goods involved were in the nature of building 
materials having insulation characteristic. 
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BORG-WARNER CORPORATION v. ALLIED CHEMICAL CORPORATION 
Tm. Bd. 6/25/59 — 122 USPQ 104 
2.92—REGISTRABILITY—CONFUSING SIMILARITY—DOMINANT FEATURES 


REFLECTO-BATT (Applicant) for rock wool insulating bats enclosed in alu- 
minum foil as thermal insulating material. 


REFLECTAL (Opposer) for aluminum foil insulation, wire fabric screening 
and prefabricated roofing; also as salient feature of corporate name of 


5? 


wholly owned subsidiary. 


Opposition sustained. The Board held the fact that parties used other 
matter in connection with their marks was immaterial to the issue of con- 
fusion and found that the resemblance between REFLECTO-BATT and RE- 
FLECTAL were such that confusion was reasonably likely to occur. 


TALK-A-PHONE CO. v. FANON ELECTRIC CO. INC. 
Tm. Bd. 6/25/59 — 122 USPQ 106 
2.92—REGISTRABILITY—CONFUSING SIMILARITY—DOMINANT FEATURES 


TALK-A-LOT (Applicant) for electric phonographs, interoffice communica- 
tion equipment, home and office radio intercommunication sets and elec- 
tric amplifiers. 


TALK-A-PHONE (Opposer) for interoffice and interplant telephonic commu- 
nication apparatus consisting of speakers, amplifiers and intercommu- 
nicating circuits therefor. 


Opposition sustained. The Board held the fact that applicant used 
its primary mark or other matter in connection with or in association 
with TALK-A-LOT was not relevant to a determination of confusion and 
found the resemblances between TALK-A-LOT and TALK-A-PHONE in com- 
position, sound and appearance when applied to competitive products 
would lead to confusion. 


KING CANDY COMPANY v. KING-KUP CANDIES, INC. 
Tm. Bd. 6/25/59 — 122 USPQ 107 
3.73—REGISTRATION PROCEDURE—OPPOSITION—EVIDENCE 


Since neither party in an opposition proceeding took testimony each 
was limited to its filing date as its first date of use. 


2.92—REGISTRABILITY—CONFUSING SIMILARITY—DOMINANT FEATURES 


Opposition sustained. The Board held KING-Kup for candy was likely 
to be confused with KING’s and KING’s FOR AMERICAN QUEENS for candies. 
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IN RE YETTER MANUFACTURING CO., INC. 
Tm. Bd. 7/2/59 — 122 USPQ 108 
2.1—REGISTRABILITY—IN GENERAL 


The Board held the general rule is that in the absence of a showing 
of secondary meaning a mere background display of a word mark is not 
registrable. 


2.26—REGISTRABILITY—SECONDARY MEANING MARKS 

Registration refused. The Board held that applicant failed to show 
that in its advertising of its goods it emphasized the background design 
it sought to register apart from the word mark YETTER. The affidavits of 


applicant’s president, two retailers and a consumer were insufficient to 
establish secondary meaning. 


IN RE CLAIROL INCORPORATED 
Tm. Bd. 7/2/59 — 122 USPQ 109 
2.7—REGISTRABILITY—COLOR MARKS 


Registration denied. The applicant sought to register on the Sup- 
plemental Register the phrase RED FASHION COLOR for hair tinting, dyeing 
and color preparations. The Board held the word “red” is a primary 
color designation and when used in its primary sense it is incapable of 
distinguishing the goods of any one person. 


RITTER COMPANY, INC. v. LEMUEL R. LANCE, INC. 
Tm. Bd. 7/2/59 — 122 USPQ 110 


2.91—REGISTRABILITY—CONFUSING SIMILARITY—CLASS OF GOODS 


Opposition dismissed. The Board held a pictorial representation of 
a knight on horseback and certain ancillary design matter for metal work- 
ing machines was not likely to be confused with a plurality of marks 
consisting of a knight on horseback for a variety of dental, medical and 
surgical appliances because the products move through different trade 
channels to different purchasers. 
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GEIGY CHEMICAL CORPORATION v. NUTRITIONAL QUALITY 
CONTROLS, INC. 


Tm. Bd. 11/10/59 — 123 USPQ 393 
2.91—REGISTRABILITY—CONFUSING SIMILARITY—CLASS OF GOODS 


TRESTONAL (Applicant) for a tonic tablet. 
PRESTONAL (Opposer) for a relaxant preparation. 


The Board found that although applicant’s dietary supplement was 
frequently sold on a mail order basis there was nothing to prevent appli- 
cant from utilizing regular drug channels and held its product sold under 
the mark TRESTONAL for a tonic tablet was likely to be confused with 
PRESTONAL for a relaxant tablet sold only on prescription. While the 
products of the parties differed in chemical properties and medical uses 
they were both intended for internal use and confusion of such products 
must be awarded. 


IN RE HOOVER, doing business as HOOVER ELECTRIC COMPANY 
Tm. Bd. 11/12/59 — 123 USPQ 394 
2.91—REGISTRABILITY—CONFUSING SIMILARITY—CLASS OF GOODS 
Registration denied. The Board held Hoover for electric dynamos, 


electromechanical actuators, and solenoids was likely to cause confusion 
with prior registration of HOOVER for electric motors. 


2.31—REGISTRABILITY—SURNAMES 


In denying registration of the mark HOOVER because of likelihood of 
confusion with prior registration for HOOVER, the Board held although 
HOOVER was the applicant’s surname, registrability of marks including 
surnames were subject to the same consideration as other types of marks. 


FOODLAND, INC. v. FOOD TOWN, INC. 
Tm. Bd. 11/12/59 — 123 USPQ 395 
2.92—REGISTRABILITY—CONFUSING SIMILARITY—DOMINANT FEATURES 


FooD TOWN (Applicant) for fresh dressed poultry, fresh fish, cheese in 
bulk, fresh eggs, butter and margarine, nuts in natural state, fresh 
vegetables, fresh fruits, coffee, bread, rolls, cakes and cookies. 


FOODLAND (Opposer) for a wide variety of food products and other non- 
food grocery items. 


Opposition dismissed. The Board found that roop TOWN and FOODLAND 
were alike only in that both embody the word Foop and held considering 
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the nature of the word roop when applied to food products the difference 
between the marks precluded likelihood of confusion. 


3.73—REGISTRATION PROCEDURE—OPPOSITION—EVIDENCE 


Opposer’s contention that a third party possessed superior rights in 
mark sought to be registered by applicant was held to be of no proper 
concern in an opposition proceeding. 


COOPER'S INCORPORATED v. FINN 
Tm. Bd. 12/23/59 — 124 USPQ 10 
2.92—-REGISTRABILITY—CONFUSING SIMILARITY—DOMINANT FEATURES 


Representation of a jockey (Petitioner) for men’s and boy’s underwear. 


Representation of a jockey hitching-post figure and the words JERRY 
FINN (Registrant) for men’s and young men’s coats, suits, trousers, ties, 
sweaters, shirts, hats and women’s shirts. 


Petition for cancellation granted. Although the pictorial illustrations 
of jockeys used by petitioner and registrant differed in certain details, the 
Board held the average purchaser cannot be expected to remember such 
details because his impression of either figure would be a jockey. There- 
fore, purchasers familiar with petitioner’s wearing apparel for men bearing 
a jockey figure would be reasonably likely to assume that wearing apparel 
bearing registrant’s mark originated with or was in some way connected 
with petitioner. 
2.32—REGISTRABILITY—SYMBOLS 

The Board held that there was no doubt from the record of peti- 
tioner’s long and extensive use and advertising of the representation of 


a jockey that it had become well-known to the public as an indication of 
origin of petitioner’s wearing apparel for men. 


IN RE UNITED MERCHANTS AND MANUFACTURERS, INC. 
Tm. Bd. 12/23/59 — 124 USPQ 11 
2.27—REGISTRABILITY—SERVICE MARKS 


The Board granted registration of FORT REP/UTATION used as a service 
mark for the finishing of textile fabrics of others holding that reference 
by applicant in advertising to FORT REP/UTATION “finish” in connection 
with its finishing service did not prevent the mark from identifying this 
service and distinguishing it from services of others. 





Vol. 50 T. M. R. SUMMARIZED CASE REPORTS 


UNITED STATES PLYWOOD CORPORATION v. WOOD 
CONVERSION COMPANY 


Tm. Bd. 12/23/59 — 124 USPQ 12 
2.92—REGISTRABILITY—CONFUSING SIMILARITY—DOMINANT FEATURES 
SURF-BOARD (Applicant) for embossed fiber hardwood. 


SURFWOOD and SURFPLANK (Opposer) both for plywood. 


Opposition sustained. The Board held surF-BoaRD comprising the word 
“Surf” followed by the apt descriptive name of the goods was likely to be 
confused with sURFWooD and SURFPLANK. 


SHULTON, INC. v. MOORE, doing business as MOORE'S LABORATORIES 
Tm. Bd. 12/23/59 — 124 USPQ 13 
2.92—REGISTRABILITY—CONFUSING SIMILARITY—DOMINANT FEATURES 

BRONZE STAIN (Applicant) for sun tan lotion. 


BRONZTAN (Opposer) for sundry cosmetic and toilet preparation, includ- 
ing oils for the prevention of sunburn. 


Opposition sustained. The Board held BRONZE STAIN and BRONZTAN 
were strikingly similar in sound and general impression and that these 
resemblances were likely to cause confusion. 


FAESY & BESTHOFF, INC. v. MINNESOTA FARM BUREAU 
SERVICE COMPANY 


Tm. Bd. 12/23/59 — 124 USPQ 13 
2.92—REGISTRABILITY—CONFUSING SIMILARITY—DOMINANT FEATURES 


F&B for display on a ribbon design for fertilizers. 


FB displayed in three dimensional block design for fertilizers. 


The Board in an interference proceeding held that confusion was 
likely between FB and F&B. 


2.13—REGISTRABILITY—EVIDENCE 


In a trademark interference, one applicant claimed prior use of mark 
FB for fertilizer based on alleged fact that the term FARM BUREAU appeared 
on its products which were known as FB products, FB being an accepted 
contraction of FARM BUREAU, and offered a single price list for 1937 wherein 
FB was used in lieu of FARM BUREAU. The Board held this single use of FB 
in 1937 was insufficient to show its products were known or called by the 
designation FB until it used these letters as a trademark in 1957. 
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TRIGERE, INC. v. CRAWFORD MANUFACTURING CO., INC. 


Tm. Bd. 12/23/59 — 124 USPQ 14 
2.91—REGISTRABILITY—CONFUSING SIMILARITY—CLASS OF GOODS 


TRIGETTE (Applicant) for throw covers for furniture. 


TRIGERE (Opposer) and PAULINE TRIGERE for ladies’ and misses’ and junior 
misses’ dresses, suits, coats, negligees and hats; and also prior use of 
TRIGERE as trade name. 


Opposition dismissed. The Board held TricETTE for throw covers for 
furniture was not likely to be confused with TRIGERE and/or PAULINE TRIGERE 
for couturier designed ladies’ apparel because of the obvious difference 
in the goods and circumstances under which they are sold. 





NAAS FOODS, INC. v. McCORMICK & COMPANY, INCORPORATED 
Tm. Bd. 12/23/59 — 124 USPQ 15 
2.91—REGISTRABILITY—CONFUSING SIMILARITY—CLASS OF GOODS 
CLAMATO (Applicant) for a mixture of tomato juice and clam juice. 


VEGAMATO (Opposer) for a mixed fruit and vegetable juice. 


Opposition dismissed. The Board found that when applied to the 
products of the parties each mark was highly suggestive and held although 
the products of the parties if sold under the same or similar mark might 
be attributed to a single producer, CLAMATO for a mixture of tomato 
juice and clam juice was not likely to be confused with vEGAMATO for a 
mixed fruit and vegetable juice. 





McCORMICK & COMPANY, INCORPORATED v. HYGRADE FOOD 
PRODUCTS CORPORATION 


Tm. Bd. 12/23/59 — 124 USPQ 16 
3.72—REGISTRATION PROCEDURE—OPPOSITION—PLEADING AND PRACTICE 


An allegation in an answer relating to “weak mark” doctrine does 
not constitute a collateral attack upon the validity of opposer’s registra- 
tion. It involves affirmative matter in avoidance of opposer’s claim and, 
therefore, is properly pleaded. 

While applicant may in due course introduce any evidence which it 
considers to be relevant to its case, statements as to proposed evidence 


are not proper matters for pleading. 
The defenses of laches, acquiseence and estoppel may properly be 
pleaded in an opposition proceeding. 
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3.72—REGISTRATION PROCEDURE—OPPOSITiION—PLEADING AND PRACTICE 
8.10—COURTS—RULES 

Trademark Rule 2.106(b) permits in an answer a request for affirma- 
tive relief by way of cancellation of a registration. pleaded in a notice of 
opposition. Such a request, however, is in fact a counterclaim for can- 
eellation and, as such, may not be entertained unless it is verified as re- 
quired by Trademark Rule 2.112 and accompanied by the fee prescribed 
by Section 14 of the Act. 





SALES AFFILIATES, INC. v. THE WELLA CORPORATION 
Com'r 3/10/59 — 120 USPQ 486 
2.92—REGISTRABILITY—CONIFUSING SIMILARITY—DOMINANT FEATURES 
LUSTRAPON (Applicant) for concentrated shampoo base. 
LUSTRON (Opposer) for preparation for use on hair. 


Opposition dismissed. The Board held likelihood of confusion be- 
tween LUSTRAPON and LUSTRON was unlikely because of the common use 
of “luster” (and its variants “lustr” and “lustre’’), the specific difference 
in the products and the wary class of purchasers to whom the products 


were sold. 





SHENANGO CHINA, INC. v. THE ROSENTHAL BLOCK 
CHINA CORPORATION 


Com'r 6/25/59 — 122 USPQ 93 
2.2—REGISTRABILITY—ABANDONMENT 


Opposition sustained. The Board found that Opposer had not used 
mark CONTINENTAL on imported china from Germany because of World 
War II and the need to relocate and build a new factory in West Ger- 


many, and held such facts excusable nonuse. 





LARSEN PRODUCTS CORPORATION v. THE GARLAND COMPANY 
Com'r 6/30/59 — 122 USPQ 94 
2.92—REGISTRABILITY—CONFUSING SIMILARITY—DOMINANT FEATURES 

Opposition sustained. The Board held that PLASTI-BOND for a bonding 
agent for hydraulic cement was likely to be confused with PLASTER-WELD 
for an adhesive preparation for bonding two or more surfaces together. 
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